NEW ISSUE RATINGS
BOOK-ENTRY-ONLY Moody’s: Aa
. Standard & Poor's: A+

(See “RATINGS” herein)

In the opinion of Brown & Wood LLP, Los Angeles, California, Special Counsel, based on existing statutes, regulations, rulings and
judicial decisions and assuming compliance with certain covenants set forth in the documents pertaining to the Certificates and
requirements of the Internal Revenue Code of 1986, as amended (the “Code”), as described herein, the portion of each Lease Payment
due under the Facilities Lease designated a$ and comprising interest with respect to the Certificates is not includable in thé gross
income of the holders of the Certificates gr federal income tax purposes. In the further opinion of Special Counsel, the portion of each
Lease Payment due under the Facilities designated as and comprising interest with respect to the Certificates is not treated as an
item tifetax preference in calculating the federal alternative minimum taxable income of individuals and corporations. Such portion o

each Lease Payment, however, is included as an adjustment in the calculation of federal corporate alternative minimum taxable
income and may therefore affect a corporation’s alternative minimum tax and environmental tax liabilities. In the further opinion of
Special Counsel, the portion of each Lease Payment due under the Facilities Lease designated and comprising interest with respect to
;w Certificates is exempt from personal income taxes imposed by the State of California. See “LEGAL MATTERS-Tax Exemption”
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- $11,720,000

CITY OF SAN DIEGO, CALIFORNIA
Refunding Certificates of Participation
(Balboa Park and Mission Bay Park Capital Improvements Program, Series 1991)
Series 1996B ~

Evidencing Proportionate Interests of the Owners Thereof in Lease Payments to Be Made by the City
Pursuant to a Facilities Lease with the San Diego Facilities and Equipment Leasing Corporation

Dated: August 1, 1996 . Due: November 1, as shown below

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR GENERAL REFERENCE ONLY. IT IS NOT A SUMMARY OF
THIS ISSUE. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO
THE MAKING OF AN INFORMED INVESTMENT DECISION.

The City of San Diego, California Refunding Certificates of Participation (Balboa Park and Mission Bay Park Capital
Improvements Program, Series 1991) Series 1996B (the “Certificates”) are being executed and delivered to advance refund
certain outstandigﬁsobligations of the City of San Diego, California (the “City”), which funded certain improvements in
Balboa Park and Mission Bay Park, located in the City.

Interest evidenced and represented bz the Certificates is payable semiannually on May 1 and November 1 of each year,
commencing November 1, 1996. The Certificates will be available in book-entry form only and will be initially registered
in the name of Cede & Co. as nominee of The Depository Trust Comgan , New York, New York (“DTC"”), which will act
as securities depository for the Certificates as described in “APPENDIX B: BOOK-ENTRY-ONLY SYSTEM.” The
Certificates are subject to oPtional, extraordinary and mandatory prepayment as described herein. See “THE
CERTIFICATES-Prepayment.”

The Certificates evidence the proportionate interests of the Owners thereof in Lease Payments to be made by the City to
the San Diego Facilities and Equipment Leasing Corporation (the “Corporation”) pursuant to a Facilities Lease dated as of
August 1, 1996 between the City and the Corporation (the “Facilities Lease”). The Corporation has assigned its rights to
receive Lease Payments from the City, and to enforce payment of such Lease Payments upon default, to the Trustee, as
defined herein, for the benefit of the Owners of the Certificates. The City has covenanted in the Facilities Lease that it will
take such action as may be necessary to include the Lease Payments due under the Facilities Lease in its annual budgets,
and to make the necessary annual aggropriation therefor. Neither the Certificates nor the obligation of the City to make
Lease Payments or payments of Additional Rent under the Facilities Lease constitute an obligation of the City or the
Corporation for which the City is obligated to pledge or levy any form of taxation or for which the City has levied or
pledged any form of taxation. Neither the Certificates nor the obligation to make such gayments constitute an
indebtedness of the City, the County of San Diego, the State of California or any political subdivision thereof within

the meaning of any constitutional or statutory debt limitation or restriction. See “SECURITY FOR THE
CERTIFICATES.”

Maturity Schedule on Inside Front Cover

The following firm, serving as financial advisor to the City, has structured this issue:
Kitahata & Company

Brown & Wood LLP, Los Angeles, California, Special Counsel, will render an opinion with respect to the validig and enforceability g
the Facilities Lease and_the Trust _Agreement. Certain legal matters will be passed upon%r the City by Orrick, Herrington

Sutclz};e, Los Angeles, California, Disclosure Counsel, and for the City and the Corporation by the City Attorney. It is anticipated
tligztht Certificates in book-entry form will be available for delivery through DTC in New York, New York, on or about August 15,

Dated July 31, 1996



MATURITY SCHEDULE

$11,720,000
Refunding Certificates of Participation
(Balboa Park and Mission Bay Park Capital Improvements Program, Series 1991)

Series 1996B

Maturity Date Principal Interest Price/ Maturity Date Principal Interest Price/

(November1) Amount Rate Yield (November1) Amount Rate Yield
1997 $235,000 4.00% 3.90% 2005 $340,000 510% 100%
1998 245,000 4.00 100 2006 355,000 5.20 100
1999 255,000 4.15 100 2007 380,000 5.30 100
2000 265,000 4.30 4.35 2008 395,000 5.40 100
2001 280,000 4.50 4.55 2009 425,000 5.50 100
2002 290,000 4.75 100 2010 " 445,000 5.60 100
2003 305,000 5.00 100 2011 470,000 5.70 100

2004 325,000 5.00 100

$1,040,000 5.75% Term Certificates Due November 1, 2013 — Price: 100%
$1,810,000 5.80% Term Certificates Due November 1, 2016 — Price: 100%

$680,000 6.00% Serial Certificates Due November 1, 2017 - Price: 100.75%*

$720,000 6.00% Serial Certificates Due November 1, 2018 — Price: 100.50%*

$770,000 6.00% Serial Certificates Due November 1, 2019 — Price: 100.25%*
$820,000 6.00% Serial Certificates Due November 1, 2020 - Price: 100%
$870,000 6.00% Serial Certificates Due November 1, 2021 - Price: 100%

(plus accrued interest)
* Priced to Par Call on November 1, 2006

No dealer, broker, salesperson or other individual has been authorized by the City to give any
information or to make any representations, other than those contained in this Official Statement, and, if
given or made, such other information or representations must not be relied upon as having been
authorized by the City. This Official Statement does not constitute an offer to sell or the solicitation of an
offer to buy nor will there be any sale of the Certificates by any person in any.jurisdiction in which it is
unlawful for such person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Certificates.
Statements contained in this Official Statement that involve estimates, forecasts or matters of opinion,
whether or not expressly so described herein, are intended solely as such and are not to be construed as
representations o fact. The summaries and references to resolutions and to statutes and documents in
this Official Statement do not purport to be comprehensive or definitive and are qualified in their
entireties by reference to each such statute and document.

The information set forth herein has been obtained from sources that are believed to be reliable but is not
guaranteed as to accuracy or completeness. The information and expressions of opinion herein are subject
to change without notice and neither the delivery of this Official Statement nor any sale made hereunder
will, under any circumstances, create any implication that there has been no change in the affairs of the
City or any other parties described herein since the date hereof. This Official Statement is submitted in
connection with the sale of Certificates referred to herein and may not be reproduced or used, in whole or
in part, for any other purpose.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER ALLOT OR EFFECT
TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE CERTIFICATES
DESCRIBED HEREIN AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
THE UNDERWRITER MAY OFFER AND SELL THE CERTIFICATES DESCRIBED HEREIN TO
CERTAIN DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AND OTHERS AT
PRICES LOWER THAN THE PUBLIC OFFERING PRICES STATED IN THIS OFFICIAL STATEMENT
AND SAID PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE
UNDERWRITER.
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OFFICIAL STATEMENT

$11,720,000

CITY OF SAN DIEGO, CALIFORNIA
Refunding Certificates of Participation
(Balboa Park and Mission Bay Park Capital Improvements Program, Series 1991)
Series 1996B

Evidencing Proportionate Interests of the Owners Thereof in Lease Payments to Be Made by the City
Pursuant to a Facilities Lease with the San Diego Facilities and Equipment Leasing Corporation

INTRODUCTION

This Official Statement, which includes the cover page and appendices hereto, is provided to furnish
certain information in connection with the City of San Diego, California Refunding Certificates of
Partlclpatlon (Balboa Park and Mission Bay Park Capital Improvements Program, Series 1991) Series
1996B in the aggregate principal amount of $11,720,000 (the “Certificates”), the proceeds of which will
be used to advance refund the Certificates of Participation (Balboa Park and Mission Bay Park Capital
Improvements Program) Series 1991 (the “1991 Certificates”), which funded certain improvements in
Balboa Park and Mission Bay Park, located in the City of San Diego, California (the “City”). See
“PLAN OF REFUNDING"” for further information.

The Certificates evidence the proportionate interests of the Owners thereof in Lease Payments to be
made by the City to the San Diego Facilities and Equipment Leasing Corporation (the “Corporation”)
pursuant to a Facilities Lease dated as of August 1, 1996 between the City and the Corporation (the
“Facilities Lease”). See “LEASE PAYMENTS"” for schedules of the specified lease payments due under
the Facilities Lease for the Certificates.

Pursuant to an Assignment Agreement dated as of August 1, 1996 for the Certificates, the Corporation
has assigned its rights to receive Lease Payments from the City, and to enforce payment of such Lease
Payments upon default, to the Trustee, as defined herein, for the benefit of the Owners of the
Certlﬁcates .. ‘ ) . i

The Certificates will be executed and dehvered pursuant to a Trust Agreement dated as of August 1,
1996 among the Corporation, BNY Western Trust Company (the “Trustee”), and the City (the “Trust
Agreement”). The Trust Agreement provides that the Trustee will apply Lease Payments, Additional
Rent, insurance proceeds, proceeds of eminent domain proceedings, and other payments of any kind
received by it for the benefit of the Owners to the payment of the Certificates and will perform certain
other functions. See “APPENDIX C: SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.”

The City has covenanted in the Facilities Lease that it will take such action as may be necessary to
include the Lease Payments due under the Facilities Lease in its annual budgets, and to make the
necessary annual appropriation therefor, subject to abatement in the event of damage, destruction,
condemnation or title defects with respect to the Facilities as more particularly described herein. The
amount of such abatement shall be such that the resulting Lease Payments represent fair consideration
for the use and possession of portions of the Facilities not destroyed, damaged, taken or subject to title
defect. See “RISK FACTORS.” Such covenants of the City are deemed by the City, and shall be
construed, to be duties imposed by law. The City has also covenanted under the Facilities Lease
subject to certain limitations to maintain certain levels of liability, property damage, casualty and
rental interruption insurance in connection with the Facilities, some of which may be provided by self-
insurance of the City. See “APPENDIX C: SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.” -

Neither the Certificates nor the obligatfon of the City to make Lease Payments under the Facilities
Lease constitute an obligation of the City for which the City is obligated to pledge or levy any form of



taxation or for which the City has levied or pledged any form of taxation. The Corporation has no
taxing power. Neither the Certificates nor the obligation to make such payments constitute a debt of
the City, the County of San Diego, the State of California or any political subdivision thereof within the
meaning of any constitutional or statutory debt limitation or restriction. See “SECURITY FOR THE
CERTIFICATES.”

Brief descriptions of the Certificates, Security for the Certificates, Risk Factors, the Facilities, the
Corporation and the City follow. Such descriptions do not purport to be comprehensive or definitive.
All references made to various documents herein are qualified in their entirety by reference to the
forms thereof, copies of which may be obtained from the Trustee. All capltahzed terms used in this
Official Statement (unless otherwise defined herein) which are defined in the Facilities Lease or the
Trust Agreement shall have the meanings set forth therein, some of which are summarized in
“APPENDIX C: SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.”

This Official Statement includes certain changes made to the Trust Agreement and the Facilities Lease
which in turr reflect changes made in connection with the ratings process. These changes include
changes to the definition of Permitted Investments, the valuation of Reserve Account investments,

investments of the Lease Payment Account and the Reserve Account. See ”APPENDD( C: SUMMARY
OF PRINCIPAL LEGAL DOCUMENTS.”

This Introductxon isnota summary of this Official Statement Itis only a brief descnptlon of and guide
to, and is qualified by, more complete and detailed information contained in the entire Official
Statement, including the cover page and appendices hereto, and the documents summarized or
described herein. A full review should be made of the entire Official Statement. The offering of the
Cerhficates to potentxal investors is made only by means of the entire Offmlal Statement

f . .!‘ [

I

THE CERTIFICATES

General Provnslons .

The Cerhﬁcates will be dated August 1, 1996 and will be payable as to interest from that date at the
rates per annhum sét forth on 'the inside cover page hereof, semiannually on each May 1 and November
1 commencing November 1, 1996 (each individually, an “Interest Component Payment Date”), and
will mature on November 1 in each of the designated years (each individually, a “Principal
Component Payment Date”) and in the principal amounts shown on the inside cover page hereof

The Certificates shall be prepared in the form of fully registered Certificates in denommatlons of five
thousand dollars ($5,000) or any mtegral multiple thereof. The interest ev1denced and represented by
the Certificates is payable by check or draft mailed to the Owners at the addresses appearing on the
books of the Trustee on the fifteenth day of the calendar month preceding each Interest Component
Payment Date (a “Record Date”), whether or not such day is a Business Day. In the case of an Owner
evidencing $1,000,000 or more in aggregate principal amount, upon written request of such owner to
the Trustee at least twenty days prior to any Interest Component Payment Date, such interest shall be
paid in immediately available funds by wire transfer. The principal and any premium payable upon
maturity or prepayment with respect to the Certificates is due upon surrender of the Certificates at the
principal corporate trust ofﬁce of the Trustee. . , )

Book-Entry System

The Cerhﬁcates will be executed and delivered only in reglstered form. The Certificates will be

registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New
York (“DTC”). The Certificates will be in book-entry form only, and the purchasers will not receive
physxcal certificates representing their interests in the Certificates. So long as DTC or its nominee
remains the reglstered owner of the Certificates, disbursement of payments on the Certificates to DTC
participants is the responsibility of DTC, and disbursement of such payments to beneficial owners of
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the Certificates is the responsibility of DTC participants and indirect participants. For a more complete
description of the book-entry system, see “APPENDIX B: BOOK-ENTRY-ONLY SYSTEM.” - .

Prepayment

Optional Prepayment. Certificates maturing on or prior to November 1, 2004, are not subject to
prepayment prior to their respective stated maturity dates. Certificates maturing on or after November
1, 2005, may be called for prepayment prior to their respective stated maturity dates, at the option of
the City, from any source of available funds, on or after November 1, 2004, in whole or in part on any
date, in such maturity or maturities as may be selected by the City (and by lot on any date within a
maturity if less than all of the Certificates of such maturity are to be prepaid), at the following
prepayment prices (expressed as a percentage of the principal amount of the Certificates called for
prepayment), together with interest accrued thereon to the date of prepayment:

Prepayment Dates Price
November 1, 2004 through October 31, 2005............... 102%
November 1, 2005 through October 31, 2006............... 101
November 1, 2006 and thereafter. 100 -

Extraordinary Prepayment. The Cerhﬁcates are subject to prepayment in whole or in part on any
business day, from prepaid Lease Payments made by the City from Insurance Proceeds received by the
City pursuant to the title insurance policy required to be maintained under the Facilities Lease or due
to a casualty loss or govemmental taking by eminent domain proceedings of any item or portion of the
Facilities at a prepayment pnce equal to the principal amount represented thereby to the date fixed for
prepayment, without prenuum Lease Payments would be prepaid in the event the City elects not to
apply such amounts to repair or replace such item or portion of the Facilities in accordance wrth the
provisions of the Facilities Lease and the Trust Agreement. For a discussion of the insurance

to be maintained by the City, see ”APPENDIX C: SUMMARY OF PRINCIPAL LEGAL
DOCUMENTS et ) .

Mandatory Sinking Fund Prepayment."l'he Certificates maturing on November 1, 2013 are subject to
mandatory sinking fund prepayment in part on November 1, 2012 in accordance with the mandatory
sinking fund prepayment schedule shown below, ata prepayment pnce equal to the principal amount
thereof wrthout premmm =

4 . .
R S M - -

) e Smk:ng Fund * 7 h<-.t Principal Amount -
2012 $505,000
2013 (final maturity) 535,000

The Certificates maturing on November 1, 2016 are subject to mandatory sinking fund prepayment in
part on November 1, 2014 and on each November 1 thereafter to maturity in accordance with the
mandatory sinking fund prepayment schedule shown below, at a prepayment pnce equal to the
principal amount thereof, without premium.

Sinking Fund Principal Amount
2014 $570,000
- 2015 600,000
2016 (final maturity) - - 640,000

Prior to each prepayment date, the Trustee will make provisions for the payment of the Principal
Components to be prepaid on such date by setting aside from moneys available therefor and holding
in trust within the respective Lease Payment Accounts established pursuant to the Trust Agreement an
amount sufficient to pay the Principal Component of the Certificates to be prepard (together with any



premium required to be paid as described above) plus the Interest Component accrued to the
prepayment date. See “LEASE PAYMENTS.”

Notice of Prepayment. The Trust Agreement provides that notice of prepayment will be given by the
Trustee by first class mail, postage prepaid, at least 30 days but not more than 60 days before the date
fixed for prepayment to the Owners of the Certificates designated for prepayment, in whole or in part,
at their addresses appearing on ‘the Certificate registration books of the Trustee as of the close of
business on the date before such notice of prepayment is given. As long as a book-entry method is
used for the Certificates, such notice shall be sent by the Trustee to the securities depository for the
Certificates, initially DTC or its nominee, in such manner as shall be specified in the representation
letter described in the Trust Agreement or as otherwise instructed by the securities depository,
Beneficial owners of interests in the Certificates are to receive notification of such prepayment as
described in “APPENDIX B: BOOK-ENTRY-ONLY SYSTEM.”

Additionally, the Trust Agreement provides that notice of prepayment is to be given to certain
securities depositories and information services. Neither the failure of any Owner to receive any such
notice or any defect therein shall affect the sufficiency of the proceedings for the prepayment of
Certificates. If notice of prepayment is given as provided in the Trust Agreement and sufficient
moneys are held by the Trustee for the prepayment of all the Certificates, or portions thereof to be
paid, interest with respect to such Certificates, or portions thereof to be prepaid, shall cease to accrue
from and after the prepayment date.

Continuing Disclosure

The City has covenanted for the benefit of holders and beneficial owners of the Certificates to provide
certain financial information and operating data relating to the City by not later than 285 days
following the end of the City’s fiscal year (which date currently would be April 11, based upon the
City’s June 30 fiscal year-end), commencing with the report for the 1996 fiscal year (the “Annual
Report”), and to provide notices of the occurrence of certain enumerated events, if material. The
Annual Report will be filed by the City with each Nationally Recognized Municipal Securities
Information Repository, and with the appropriate State information depository, if any. The notices of
material events will be filed by the City with the Municipal Securities Rulemaking Board (and with the
appropriate State information depository, if any). The specific nature of the information to be
contained in the Annual Report or the notices of material events is set forth in “APPENDIX E: FORM
OF CONTINUING DISCLOSURE CERTIFICATE.” These covenants have been made in order to assist
the Underwriter in complying with S.E.C. Rule 15¢2-12(b)(5). The City has never failed to comply in all
material respects with any previous undertakings with regard to said Rule to provide Annual Reports
or notices of material events.

SECURITY FOR THE CERTIFICATES

The Certificates evidence proéortionate interests of the Owners thereof in the Lease Payments to be
made by the City pursuant to the Facilities Lease.

Covenant to Budget Lease Payments

Lease Payments are to be made by the City from annual appropriations which are payable from any
source of legally available funds. The City has agreed in the Facilities Lease to make such annual
appropriations. Neither the full faith and credit nor the taxing power of the City, the County of San
Diego or the State of California is pledged to the payment of the Certificates or the Lease Payments.

Reserve Account

Pursuant to the Trust Agreement, there is to be on deposit in the Reserve Account for the Certificates
an amount for each series equal to the least of (i) an amount equal to the maximum amount of Lease
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Payments due on the fifth Business Day preceding any November 1 and the next succeeding May 1 (ii)
an amount equal to 10% of the proceeds of the Certificates then Outstanding, or (iii) 125% of the
average annual Lease Payments due with respect to the Certificates (the “Reserve Requirement”). Such
money is to be held in trust as a reserve for payment when due of principal and interest represented
by the Certificates, in the event amounts in the Lease Payment Account are insufficient thereof.

Maintenance of the Facilities by the City

The City is responsible under the Facilities Lease to maintain, preserve and keep the Facilities in good
repair and condition during the term of the Facilities Lease. The City is also responsible, under the
Facilities Lease, to pay all taxes and governmental charges assessed or levied against the Facilities.

Insurance

The City has covenanted in the Facilities Lease to maintain or cause to be maintained certain levels of
the following pohcies of insurance throughout the term of the Facilities Lease (which may constitute
blanket policies insuring City-owned property generally, including the Facilities but not specifically
identifying the Facilities):

(1) insurance against loss or damage to the Facilities resulting from fire, lightm‘ng, vandalism,
malicious mischief and such perils ordinarily defined as “extended coverage”, not including
earthquake, and_such other perils as the Corporation and the City may agree should be
insured against if such insurance is available from reputable insurers, maintained in an
amount not less than the full insurable value of the Facilities (subject to a “deductible clause”
in an amount not exceeding $100,000 for any one loss),

(2) useand occupancy or business mterruptlon or rental income insurance against the perils of

fire, lightning, vandalism, malicious mischief, and such other perils ordinarily covered under

an “extended coverage”. policy, not including earthquake, in an amount sufficient to pay the

total Lease Payments attributable to such portion of the Fac1ht1es for the penod necessary to
rebuild 1t but not less than twelve months

(3) public habihty insurance against claims for bodily m]ury or death, or &amage to property
occurring upon, inor about the Facilities; .

(4) worker’s compensation insurance issued by a responsible carrier authorized under the laws of
the State of California to insure employers against liability for compensation; and

| (5) title i insurance under one or more pohc1es in the form of California Land Title Associatlon
Policy of Title Insurance.’ e

In lieu of obtaining the insurance required in subsections (1), (3) and (4) above, the City may
demonstrate to the satisfaction of the Corporation that adequate self-insurance is provided with
respect to the same risk of loss of the Facilities as are covered by the insurance above specified
sufficient in each case to replace the Facilities or, if more, to pay all of the Outstanding Certificates
allocable to the Facilities and to protect the Corporation from liability. If the insurance required in
subsections (1), (3) and (4) above is not available, the City will self-insure with respect thereto. If the
City maintains a program of self-insurance for similar properties, the City may, with the consent of the
Corporahon, elect to insure any or all of the Facilities in its self-insurance program and provide an
adequate insurance fund to pay losses. In the event the City elects to provide self-insurance, the Risk
Manager of the City shall on the date on which the City elects to self-insure, and annually, on or about
July 1 thereafter, cause to be delivered to the Corporation and the Trustee a certiﬁcate certifying to the
existence of self-insurance meeting the requirements described above.

The Facilities consist of a municipal golf course owned and operated by the City. See “THE
FACILITIES.” The insurance policies described in paragraphs (1) and (2) above cover loss or damage
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only to that portion of the Facilities consisting of buildings and other structures. Such policies do not
cover the grounds and landscaping of the golf course. Therefore, the insurance proceeds available in
the event of loss or damage to the Facilities may be only a fraction of the total amount of such loss or
damage. Although the City presently believes, given its current financial condition, that a shortfall in
insurance proceeds would not be expected to prevent the timely repair or replacement of the Facilities
after damage from natural hazards, the City would have no legal obligation under the Facilities Lease
or otherwise to effect such repair or replacement with monies other than insurance proceeds.

LEASE PAYMENTS

Lease payments with respect to the Certificates are required to be made by the City to the Trustee
under the Facilities Lease five Business Days prior to the dates set forth in the schedule shown below.

Table 1
LEASE PAYMENT SCHEDULE
City of San Diego, California
Refunding Certificates of Participation
(Balboa Park and Mission Bay Park Capital Improvements Program, Series 1991)
Serles 1996B
Maturity Fiscal Year
(11/1)  Principal [1] Interast Total JTotal [2]
1996 [1] $161,946.88 $161,946.88 $485,840.63
1997 $235,000.00 647,787.50 882,787.50 878,087.50
1998 245,000.00 638,387.50 883,387.50 878,487.50
1999 255,000.00 628,587.50 883,587.50 878,296.25
2000 265,000.00 618,005.00 883,005.00 877,307.50
2001 280,000.00 606,610.00 ~  886,610.00 880,310.00
2002 290,000.00 594,010.00 884,010.00 877,122.50
2003 305,000.00 580,235.00 885,235.00 - 877,610.00
2004 325,000.00 564,985.00 889,985.00 881,860.00
2005 340,000.00 548,735.00 .. 888,735.00 880,065.00
2006 355,000.00 531,395.00 886,395.00 877,165.00
2007 380,000.00 512,935.00 i 892,935.00 882,865.00
2008 395,000.00 492,795.00 ~ 887,795.00 877,130.00 -
2009 425,000.00 471,465.00 896,465.00 884,777.50
2010 445,000.00 448,090.00 893,090.00 880,630.00
.2011 470,000.00 423,170.00 893,170.00 879,775.00
20123} 505,000.00 396,380.00 901,380.00 886,861.25
20133} §35,000.00  367,342.50 902,342.50 886,961.256
2014 (4] §70,000.00 336,580.00 906,580.00 890,050.00
2015 [4) 600,000.00 303,520.00 903,520.00 886,120.00
2016 [4] 640,000.00 268,720.00 908,720.00 890,160.00
2017 680,000.00 231,600.00 911,600.00 891,200.00
2018 720,000.00 190,800.00 910,800.00 889,200.00
2019 770,000.00 147,600.00 917,600.00 894,500.00
2020 820,000.00 101,400.00 921,400.00 896,800.00
2021 870,000.00 52,200.00 922,200.00 896,100.00
Totals:  $11.720,000.00 $10,865.281.88 $22.565261.88 $22,585,281.88
[1] First period total includes accrued interest from August 1, 1996 to delivery date.
[2] Fiscal year totals are as of June 30 of the following year. For example, the first
line shows a bond year total as of November 1, 1996 and then a fiscal year
total as of June 30, 1997.
[3] Represents sinking fund payment and final maturity of term Certificates due
November 1, 2013.
[4] Represents sinking fund payments and final maturity of term Certificates due
November 1, 2016.
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PLAN OF REFUNDING
Purpose of the Issue

The proceeds of the Certificates will be used to advance refund and legally defease the 1991
Certificates as further described herein, the proceeds of which were used to finance the acquisition,
construction and installation of certain projects under Phase IA of the Balboa Park and Mission Bay
Park Capital Improvements Program, a long-term and multi-phase master plan to preserve and
enhance these two City and regional recreational resources. The 1991 Certificates are currently
outstanding in the principal amount of $11,080,000.

Escrow Fund

To accomplish the advance refunding of the 1991 Certificates, the net proceeds of the Certificates will
be deposited in escrow with First Trust of California, National Association (the “Escrow Agent”). The
escrow deposit will be applied to the purchase of Government Obligations the principal of which,
together with the interest earned thereon, will be sufficient to pay the principal and interest with
respect to the 1991 Certificates as it becomes due through July 15, 2001, the Prepayment Date, and to
pay pnncxpal of and premium, if any, on the 1991 Certificates on such Prepayment Date. Causey
Demgen & Moore Inc. will verify the arithmetical computations used to determine the sufficiency of
the escrow deposit. Such Government Obligations will be deposited in an irrevocable escrow fund (the
“Escrow Fund”) established pursuant to an Escrow Agreement dated as of the delivery date, by and
among the City, the Corporation and the Escrow Agent (the “Escrow Agreement”) for the benefit of
the owners of the 1991 Certificates. The Escrow Fund and the amounts on deposit therein will neither
serve as security for nor be available for the payment of principal or interest with respect to the
Certificates. .

Estimated Sources and Uses of Funds
The proceeds toi:e iec_eived from the_gaie of the Certfficates, excluding accrued interest, are expected
to be applied as follows: . .

bs- -8 - : i

, .- Table2
ESTIMATED SOURCES AND USES OF FUNDS
Clty of San Dlego, Callfornia
Refunding Certificates of Participation
(Balboa Park and Mission Bay Park Capital Improvements Program, Series 1991)

, Serles 19968
" Sources ; .. .
Par Amount of the Certificates $11,720,000.00
Original issue premium 9,705.35
1991 Certificates Lease Pmt. Acct. - 35.35.
1991 Certificates Reserve Account . _ 1,007,691.98
Total Sources of Funds $12,737,432.68
Uses .

Deposit to the Escrow Fund 11,617,133.66
Deposit to the Reserve Account 896,800.00
Underwriter's discount [1] 98,802.02
Costs of issuance - 124,697.00
Total Uses of Funds 12,737,432.68

[1] Includes original issue premlum.' Net underwriter's
discount at closing will be $89,096.67.




RISK FACTORS

The following factors, along with all other information in this Official Statement, should be considered
by potential investors in evaluating the investment risks inherent in purchasing the Certificates.

Certificates Not a General Obligation

The obligation of the City to make Lease Payments under the Facilities Lease does not constitute an
obligation of the City for which the City is obligated to levy or pledge any form of taxation or for
which the City has levied or pledged any form of taxation. The Corporation has no taxing power. The
obligation of the City under the Facilities Lease to make Lease Payments does not constitute a debt or
indebtedness of the City, the County of San Diego, the State of California or any political subdivision
thereof, within the meaning of any constitutional or statutory debt limitation or restriction, nor does
such obligation constitute a pledge of the full faith and credit of the City. The obligation of the City to
make Lease Payments under the Facilities Lease is in consideration of the right of the City to the
continued use and possession of the Facilities and, in the event of failure of such use and possession,
the obligation of the City may be abated in whole or in part as described herein.

Although the Facilities Lease does not create a pledge, lien or encumbrance upon the funds of the City,
the City is obligated under the Facilities Lease to pay the Lease Payments from any source of legally
available funds’(subject to certain exceptions), and the City has covenanted in the Facilities Lease that,
for so long as the Facilities are available for its use, it will make the necessary annual appropriations
within its budget for its Lease Payments.

The City is currently liable on other obligations payable from general revenues. The City has the
capability to enter into other obligations which may constitute additional charges against its general
revenues. To the extent that additional obligations are incurred by the City, the funds available to
make Lease Payments may be decreased.

In the event the City’s revenue sources are less than its total obligations, the City could choose to fund
other more essential municipal services before making Lease Payments The same result could occur if,
because of State Constitutional limits on expenditures, the City is not permitted to appropriate and
spend all of its available revenues. The City’s appropriations currently do not exceed the limitation on
appropriations under Article XIIIB of the California Constitution. See “APPENDIX A: THE CITY OF
SAN DIEGO- LIMITATIONS ON TAXES AND APPROPRIATIONS.”

Abatement

During such time as there is substantial interference with the City’s use and possession of all or a
portion of the Facilities, the City’s legal obligation to make Lease Payments shall be abated. Such
abatement shall continue for the period commencing with such damage, destruction, interference or
taking and ending with the substantial completion of the replacement or work of repair or the removal
of the title defect causing such interference with use. The City waives the benefits of Civil Code
Sections 1932(2) and 1933(4) and any and all other rights to terminate the Facilities Lease by virtue of
any such interference and the Facilities Lease shall continue in full force and effect. The abatement of
Lease Payments described above is not an event of default under the Facilities Lease or the Trust
Agreement. .

Notwithstanding a substantial interference with the use and possession of all or a portion of the
Facilities, the City shall remain obligated to make Lease Payments (i) in an amount not to exceed the
fair rental value during each Fiscal Year for the portion of the Facilities not damaged, destroyed,
interfered with or taken, as determined by an independent real estate appraiser selected by the City
(who is not an employee of the City); or (ii) to the extent that moneys derived from any person as a
result of any delay in the reconstruction, replacement or repair of the Facilities, or any portion thereof,
are available to pay the amount which would otherwise be abated; or (iii) to the extent that moneys are
available in the Reserve Account to pay the amount which would otherwise be abated, in which event
the Lease Payments shall be payable from such amounts as a special obligation of the City.



Substitution of Facilities

The Facilities Lease grants to the City the option to substitute other land, facilities and improvements
for the existing Facilities or any portion thereof encumbered by the Facilities Lease, upon the
satisfaction of certain conditions. See “APPENDIX C: SUMMARY OF PRINCIPAL LEGAL
DOCUMENTS.”

Limited Recourse on Default

Failure by the City to make Lease Payments or other payments required to be made under the
Facilities Lease, or failure to observe and perform in any material respect its other covenants and
agreements under the Facilities Lease for a period of 30 days after written notice of such failure and
request that it be remedied has been given to the City by the Trustee constitute events of default under
the Facilities Lease and permit the Trustee to pursue remedies at law or in equity to enforce such
covenants and agreements. In the event of a default, notwithstanding anything in the Facilities Lease
or in the Trust Agreement to the contrary, THERE SHALL BE NO RIGHT UNDER ANY
CIRCUMSTANCES TO ACCELERATE THE LEASE PAYMENTS OR OTHERWISE DECLARE ANY
LEASE PAYMENTS NOT THEN IN DEFAULT TO BE IMMEDIATELY DUE AND PAYABLE.

The enforcement of any remedies prov1ded in the Facilities Lease and the Trust Agreement could
prove both expensive and time consuming. If the City.defaults on its obhgatlon to make Lease
Payments with respect to the Facilities, the Corporation, or the Trustee, as assignee of the Corporation,
may retain the Facilities Lease and hold the City liable for all Lease Payments on an annual basis.
There is no remedy of acceleration of the total Lease Payments due over the term of the Facilities
Lease, and the Trustee could be required to seek a separate ]udgment each year for that year’s
defaulted Lease Payments. . .

Alternatively, the Corporatioﬁ; or the Trustee, as assignee of the Corporation, ma)" terminate the
Facilities Lease and proceed against the City to recover monetary damages pursuant to the Facilities
Lease. See “APPENDIX C: SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.” .

Limitations on Remedies Available to Owners of the Certificates L

The enforceablhty of the rights and remed1es of the Owners of the Cerhﬁcates and the obhgatlons
incurred by the City are subject to the following: the Federal Bankruptcy Code and applicable
bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or affecting the
enforcement of creditors’ rights generally, now or hereafter in effect; equity principles which may limit
the specific enforcement under State law of certain remedies; the exercise by the United States of
America of the powers delegated to it by the Federal Constitution; and the reasonable and necessary
exercise, in certain exceptional situations, of the police power inherent in the sovereignty of the State of
+ California and its governmental bodies in the interest of serving a significant and legitimate public
purpose. Bankruptcy proceedings, or the exercise of powers by the federal or State government, if
initiated, could subject the Owners of the Certificates to judicial discretion and interpretation of their
rights in bankruptcy or otherwise, and consequently entail risks of delay, limitation, or modification of
the principal legal documents or their rights.

Tax Exemption of the Certificates

The City has covenanted in the Trust Agreement that it shall not take any action, or fail to take any
action, if any such action or failure to take action would adversely affect the exclusion from gross
income of interest on the Certificates under Section 103 of the Internal Revenue Code of 1986, as
amended (the “Code”). The City shall not, directly or indirectly, use or permit the use of proceeds of
the Certificates or any of the property financed or refinanced with proceeds of the Certificates, or any
portion thereof, by any person other than a governmental unit (as such term is used in Section 141 of
the Code), in such manner or to such extent as would result in the loss of exclusion from gross income
for federal income tax purposes of interest on the Certificates. In the event the City fails to comply



with the foregoing tax covenant, the interest component of the Certificates may be includable in the
gross income of the Certificate Owners thereof for federal tax purposes, possibly from the date of
delivery of the Certificates, and there is no requirement that Certificates be prepald in such event. See
“LEGAL MATTERS-Tax Exemption” herein.

THE CORPORATION

The Corporation was organized pursuant to the Nonprofit Public Benefit Corporation Law of the State
of California (Title 1, Division 2, Part 2 of the California Corporations Code), solely for the purpose of
rendering assistance to the City by acquiring, constructing, improving and financing various public
facilities for the use, benefit, and enjoyment of the public. The Corporation was formed at the request
of the City. The directors of the Corporation receive no compensation.

THE FACILITIES

The leased property relating to the Certificates is a 27-hole municipal golf course located in Balboa
Park, formally identified as the Balboa Park Municipal Golf Course. This course is referred to herein as
the “Facilities.”

Balboa Park Municipal Golf Course encompasses 150 acres and mcludes one 18-hole and one 9-hole’
golf course. The 18-hole regulation course is approximately 6,080 yards in length and plays to a 72 par.
Both golf courses are situated in the eastern portion of Balboa Park, ad]acent to Florida Canyon and the
U.S. Navy Hospital complex, overlooking downtown San  Diego. They are both municipal golf courses
which allow public play. The topography of the 18-hole course may be ‘characterized as rolling, with
the golf holes intermixed among the rolling hills and canyons of the area. The executive course is
physrca]ly flat with a number of trees generally deﬁmng the faxrway areas. .
The Balboa Park Municipal Golf Course is operated by the Crty of San Drego Park and Recreatron
Department. Improvements to the 27-hole facility begar in May, 1993 and finished in 1995. The project
involved hole realignment and green replacement of 12 holes on the 18-hole course and reconstruction
of all greens on the 9-hole course. Six gteéns on the 18-hole course were rebuilt by course staff. Benefits
of the project included replacement of greens and tees, enhanced safety, improvements to the overall
irrigation pressure and individual irrigation systems on some holes, increasing the total yardage by
over 200 yards on the 18-hole course. The total estnnated constructlon cost was $1 ,600 000 This pro;ect
was fully funded by golf fees accumulated prior to 1992.

The City has determined that the annual fair rental value of the Facrhhes is greater than the maximum
annual Lease Paymmts due with respect to the Cerhﬁcates S

LEGAL MATTERS - o T
Tax Exemption

In the opinion of Brown & Wood LLP, Los Angeles, California, Special Counsel, based upon existing
laws, regulations, rulings and judicial decisions and assuming compliance with certain covenants set
forth in the Trust Agreement and the other financing documents and requirements of the Internal
Revenue Code of 1986, as amended (the “Code”), regarding the use, expenditure and investment of
proceeds of the Certificates and the timely payment of certain investment earnings to the United
States, the portion of each Lease Payment due under the Facilities Lease designated as and comprising
interest with respect to the Certificates is not includable in the gross income of the holders of the
Certificates for federal income tax purposes. Failure to comply with such covenants and requirements
may cause the portion of each Lease Payment due under the Facilities Lease designated as and
comprising interest with respect to the Certificates to be mcluded in gross income retroactively to the
date of execution and delivery of the Certificates. . - . ’

10



In the further opinion of Special Counsel, the portion of each Lease Payment due under the Facilities
Lease designated as and comprising interest with respect to the Certificates is not treated as an item of
tax preference in calculating the federal alternative minimum taxable income of individuals and
corporations. Such portion of each Lease Payment however, is included as an adjustment in the
calculation of federal corporate alternative minimum taxable income and may therefore affect a
corporatlon s alternative minimum tax and environmental tax liabilities.

Ownership of, or the receipt of interest on, tax-exempt obligations may result in collateral tax
consequences to certain taxpayers, including, without limitation, financial institutions, property and
casualty insurance companies, certain foreign corporations doing business in the United States, certain
S corporations with excess passive income, individual recipients of Social Security or Railroad
Retirement benefits, taxpayers that may be deemed to have incurred or continued -indebtedness to
purchase or carry tax-exempt obligations and taxpayers who may be eligible for the earned income tax
credit. Special Counsel expresses no opinion with respect to any collateral tax consequences and,
accordingly, prospective purchasers of the Certificates should consult their tax advisors as to the
applicability of any collateral tax consequences.

In the further opinion of Special Counsel, the portion of each Lease Payment due under the Facilities
Lease designated as and comprising interest with respect to the Certificates is exempt from personal
income taxes imposed by the State of California. A copy of the proposed form of Special Counsel legal
opinion is attached hereto as Appendix D.

CertamLegalMatters '. o . Lo . g
Brown & Wood LLP, Los Angeles, Cahforma, Spec1al Counsel wxll render an opnuon thh respect to
the. vahdxty and enforceability of the Facilities Lease ‘and the Trust Agreement.. Copies of such
approving opinion will be available at the time of delivery of the Certificates at the expense of the City.
Special Counsel undertakes no responsibility for the accuracy, completeness or fairness of this Official
Statement. Certain legal matters will be passed upon for the City by Orrick, Herrington & Suitcliffe, Los
Angeles, Cahfomxa, Disclosure Counsel, and for the Clty and the Corporation by the Cxty Attomey
N .- - 54 l-_ " £ rig . i PRSI ur

Llhgatlon TR Ere e L, L TR A
In The City of San Diego et. al. v. Richard Rider et al. the San Diego Superior Court was asked to decide
the validity of a certain facilities lease related to improverhents to San Diego Jack Murphy Stadium
(the “Stadium”). The issue before the court was whether the City’s obligation to pay base rental
obligations under the facilities lease is a non-voter approved debt incurred in violation of ‘the
California State Constitution. Had it been held in that case that the obligations of the City under the
facilities lease constitute unconstitutional debt and are therefore invalid, then the facilities lease would
not be enforceable against the City. The City prevailed on these issues in Superior Court, but Rider
appealed that decision. On July 30, 1996, the Court of Appeal affirmed the Superior Court’s judgment
in favor of the City. That judgment will be final August 29, 1996, after which Rider will have ten days
to petition the California Supreme Court for review. Rider has also filed an action in the Superior
Court in San Diego concerning the validity of the financing mechanism to be used in the expansion of
the San Diego Convention Center (the “Convention Center”), raising the same issues that are involved
in the Stadium litigation. The City’s motion for summary ]udgment in the Convention Center case was
granted on July 12, 1996; Rider’s time to appeal tlus decision expires August 15, 1996.

While the ultunate outcome of the litigation descnbed above cannot be predmted the transactions
involving both facilities leases are typical of transactions undertaken throughout California in the past
and upon which special counsel have given unqualified approving opinions. Inasmuch as no
assurance can be given as to the ultimate outcome of any pending litigation, no prediction can be
made as to the prospective impact of the actions described above w1th respect to the enforceability of
leases of the nature of the Facilities Lease herein.
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There is, however, no litigation pending against the City or the Corporation nor, to the knowledge of
the officers of the City and the Corporation, threatened, in any court or other tribunal of competent
jurisdiction, state or federal, in any way (i) restraining or enjoining the execution, sale or delivery of
any of the Certificates, (ii) questioning or affecting the validity of the Certificates, (iii) questioning or
affecting the validity of any of the proceedings for the authorization, sale, execution or delivery of the
Certificates, or (iv) questioning or affecting the validity or enforceability of the Facilities Lease or the
Trust Agreement. Special Counsel will render an opinion as to the validity and enforceability of the
Facilities Lease and the Trust Agreement when the Certificates are delivered. Such opinion will be
unqualified with respect to the issues raised in the above-referenced Stadium and Convention Center
litigation.

To the knowledge of the City, the Corporation and the City Attorney, there are pending against the
City lawsuits and claims arising in the ordinary course of the City’s activities which, taken
individually or in the aggregate, could, if determinations are made adverse to the City, materially
adversely affect the City’s finances. However, taking into account insurance and self-insurance
reserves expected to be available to pay liabilities arising from such actions, the City does not expect
any or all such claims to have a material adverse effect on its ability to make Lease Payments when
due.

RATINGS

Moody’s Investors Service and Standard & Poor’s, a division of The McGraw Hill Companies, Inc.,
have assigned their municipal bond ratings of “Aa” and “A+”, respectively, to the Certificates. The
ratings issued reflect only the views of such rating agencies, and any explanation of the significance of
such ratings should be obtained from such rating agencies. There is no assurance that such ratings will
be retained for any given period of time or that the same will not be revised downward or withdrawn
entirely by such respective rating agencies if, in the judgment of such rating agencies, circumstances so
warrant. The City undertakes no responsibility either to bring to the attention of the owners of the
Certificates any downward revision or withdrawal of any rating obtained or to oppose any such
revision or withdrawal. Any such downward revision or withdrawal of any rating obtained may have
an adverse effect on the market price of the Certificates.

UNDERWRITING

Pursuant to the terms of the public bid dated July 31, 1996, BA Securities, Inc., as Underwriter, will
purchase the Certificates from the City at the purchase price of $11,630,903.33, representing a net
underwriter’s discount of $89,086.67 (not including an original issue premium of $9,705.35), plus
accrued interest from August 1, 1996 to the date of delivery of the Certificates and will reoffer the
Certificates pursuant to the terms and conditions set forth on the inside cover of this Official
Statement. The Underwriter will be obhgated to take and pay for all of the Certificates if any
Certificate is purchased.

MISCELLANEOUS

Kitahata & Company, San Francisco, California (the “Financial Advisor”), has entered into a contract
to serve as financial advisor to the City with respect to the sale of the Certificates. The Financial
Advisor is an independent firm that provides financial advisory services and does not engage in the
underwriting, marketing, or trading of municipal securities or other negotiable instruments. The
Financial Advisor assisted the City in the preparation of this Official Statement and in other matters
relating to the planning, structuring, execution and delivery of the Certificates, and will receive a fee
for these services payable from proceeds of the Certificates.
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This Official Statement speaks only as of its date, and the information contained herein is subject to
change. Copies of documents referred to herein and information concerning the Certificates are
available upon request with payment of copying, mailing and handling charges by contacting the City
at the following address:

The City of San Diego
202 “C” Street, MS 9B
San Diego, California 92101
Attention: Financial and Technical Services Manager
CITY OF SAN DIEGO
By:
City Manager
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APPENDIX A

The information and expressions of opinion set forth herein have been obtained from sources believed
to be reliable, but such information is not guaranteed as to accuracy or completeness. Statements
contained herein which involve estimates, forecasts or matters of opinion, whether or not expressly so
described herein, are intended solely as such and are not to be construed as representations of facts.
The information and expressions of opinion herein are subject to change without notice, and neither
delivery of this Official Statement nor any sale of the Certificates made thereafter shall under any
circumstances create any implication that there has been no change in the affairs of the City or in any
other information contained herein since the date of the Official Statement.

THE CITY OF SAN DIEGO
INTRODUCTION

With a total population of nearly 1.2 million in 1996 and an area of 403 square miles, the City of San
Diego (the “City”) is the sixth largest city in the nation and the second largest city in California. The
City is the county seat for San Diego County (the ”County") and is the County’s business and financial
center.

The City’s population grew by 16% between 1987 and 1996 for an average increase of 16,400 annually.
A major factor in the City’s growth is its quality of life. In addition to having a favorable climate, the
City offers a wide range of cultural and recreational services to both residents and visitors. With mild
temperatures year round, the City’s numerous beaches, parks, tennis courts and golf courses are in
constant use. ‘

Another factor in the City’s growth is an expanding diversified economy. The City’s economic
foundation is based on four major areas: high tech manufacturing and research (including electronics,
communications equipment, scientific instruments, drugs and biomedical equipment); professional
services; tourism; and international trade.

Expansion in the “high tech manufacturing and research” component of the City’s economic base has
been led by the rapid emergence of telecommunications. Major participants in the City’s
telecommunications industry include manufacturers of personal communications equipment,
radio/TV communications equipment, network communications equipment/systems, satellite
communications equipment, and military surveillance/guidance systems. According to the California
Employment Development Department (“EDD”), between 1991 and 1995 Countywide employment in
the communications equipment manufacturing sector increased by 35 percent. The City is the primary
location for telecommunications in the County, with the City’s Sorrento Valley area emerging as a
major center in the development and manufacturing of products using wireless and digital
technology.

Another major component of the City’s “high tech” industry is the health care technology cluster,
which includes biotechnology companies involved in research and product development, biomedical
firms engaged in the production and marketing of various types of medical devices and instruments,
and pharmaceutical companies involved in developing chemical products for use in treatment of
diseases and various medical conditions. According to EDD, between 1991 and 1995, Countywide
employment in the health technology industry grew by 26 percent. As with telecommunications, the
health technology industry is concentrated in the City, with the highest concentration in the area
around the University of California, San Diego.



The City is also home to a growing software industry. Components within this industry include basic
computer programming services, prepackaged software, systems integration services, and
development of multimedia products. According to EDD, total Countywide employment in the Data
Processing and Computer Services sector totaled 10,900 in 1995, an increase of 28% in the five year
period 1991 to 1995. The Professional Services sector, which includes the Business Services, Health
Services, Engineering and Management Services classifications, accounted for total Countywide
employment of 172,100 in 1995, an increase of 21,700 jobs from 1991.

Contributing to the growth of the City’s tourism industry has been the San Diego Convention Center.
According to the San Diego Convention and Visitors Bureau (CONVIS), during 1995, delegates to
conventions at the Convention Center generated total expenditures of $253 million for the San Diego
County economy; during the five year period 1991 to 1995, CONVIS estimates total spending by
Convention Center delegates at $920 million.

The City’s emergence as a center for international trade has been made possible in part by the Port of
San Diego, which offers world class maritime facilities built around one of the world's great natural
harbors. In addition to a location that provides a natural link to Latin America and the Pacific Rim, the
Port offers handling services at rates below those of other major west coast ports such as Los Angeles
and San Francisco and has established itself as a niche port, attracting general cargo, including
automobiles, chemicals and fruit.

ECONOMIC AND DEMOGRAPHIC INFORMATION
Population
Since 1987 the City’s population has increased by 163,656 (or by approximately 16, 400 new residents

annually). While the rate of growth has slowed in recent years, the City’s ‘population still grew by
12,900 people in 1995.

Table 1
POPULATION GROWTH
Calendar Years 1987 Through 1996
Calendar City of Annual County of Annual State of Annual
Year San Dlego[1] GrowthRate SanDiegol2] Growth Rate  Califomia  Growth Rate
1987 1,019,444 2.4% 2,248,500 3.6% 27,655,000 2.4%
1988 1,044,137 24% 2,328,300 3.6% 28,323,000 2.4%
1989 1,073,186 2.8% 2,418,200 3.9% 29,063,000 2.6%
1990 .. 1,110,549 35% . 2,498,016 3.3% 29,760,021 2.4%
1991 1,126,000 1.4% 2,539,600 1.7% 30,296,000 1.8%
1992 1,141,300 1.4% 2,583,500 1.7% 30,845,000 1.8%
1993 1,156,200 1.3% 2,614,200 1.2% 31,303,000 1.5%
1994 1,163,000 0.6% 2,638,500 0.9% 31,661,000 1.1%
1995 1,170,200 0.6% 2,658,600 0.8% 31,910,000 0.8%
1996 1,183,100 1.1% 2,690,300 1.2% 32,231,000 1.0%

[1] City Planning Department's January 1 estimates which are based on the U.S. Census counts
or official State Department of Finance estimates.
[2) U.S. Census 1990; State Department of Finance estimates for 1987-89 and 1991-1996.

As indicated in the following table, enrollment in the San Diego Unified School District has continued
to grow at a relatively moderate pace during the first half of the 1990’s.

A-2



Table 2
SAN DIEGO UNIFIED SCHOOL DISTRICT
ENROLLMENT AND ATTENDANCE
School Year 1991-92 Through 1995-96

School Average Dally
Year Enrollment  Attendance
1991-92 123,615 120,448
1992-93 125,125 121,800
1993-94 127,161 123,509
1994-95 129,539 124,992
1995-96 130,119 127,892

Source: San Diego Unified School District.

Employment Summary

As seen in Table 3, the City’s unemployment rate for calendar year 1995 averaged 6.6%, which was
down from a 7.3% rate during calendar year 1994. The City’s 1995 unemployment rate was lower than
the State’s at 7.8%, but above the national rate of 5.6%.

Table 3
ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND
_UNEMPLOYMENT OF RESIDENT LABOR FORCE

Civilian Labor Force 1992 129.3 _1_9_% 1995 31996 (2]

‘= Clty of San Diego

Employed. 509, 700 518.200 525,800 525,600 526,700
Unemployed 41,000 44,100 40,500 36,500 29,700
Unemployment Rates [1] ' o .
City 7.4% 7.8% 72% 6.6% 5.3%

County 7.3% 7.7% 7.0% 6.4% 52%
Califomia 9.1% 9.2% 8.6% 7.8% 7.3%

United States 7.4% 6.8% 61% . 56% 54%

[1] The unemployment rate is computed from unrounded data and may differ
from rates using the rounded figures in this table.
[2] Estimates as of March 1996.

_Sources:‘ State of Califomia Employment Development Deparlmer;t. Labor Market
Information Division; U.S. Department of Labor, Bureau of Labor Statistics.

No annual information is regularly compiled on employment by sector for the City alone. As shown in
Table 4, during the period 1991 to 1995, total nonagricultural wage and salary employment in the
County recorded a net increase of 12,400 new jobs. The City believes that the net growth figure of
12,400 understates the total job creation which occurred during this period. According to EDD, a total
of 47,700 new jobs were added during the period, while 35,300 ]obs were being lost due to a
combination of recession and restructuring.
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Table 4
SAN DIEGO COUNTY .
WAGE AND SALARY EMPLOYMENT [1]

m’mszmamgms

Mining - 600 500 400 400 300
Construction - 47,000 43,100 39,500 40,600 43,100
Manufacturing 131,000 124,100 117,500 114,100 114,000
Nondurable Goods - 28,500 30,800 32,300 32300 31,800
Durable Goods 102,500 93,300 85200 81,800 82,400
Transp., Public Utilities 35,900 34800 35,700 36,400 - 37,300
Trade 231,700 221,400 225,500 227,000 229,600
Wholesale "42,400 42,300 . 39,700 42,000 43,800
Retall 189,300 179,100 185,800 185,100 185,600
Fin., Insur., Real Estate 62,800 61,100 62,200 59,100 55,300
Services 274,600 283,600 287,300 296,100 310,600
Government 178,900 179,300 179,100 181,500 184,700
Federal 47,100 .45400 44,300 45400 45,800
State and Local 131,800 133,900 134,700 * 136,100 138,900

Total Nonagricultural ~ 982,500 947,800 947,200 955, 300 974,800

1) Flgures mayr not add to tota! due to Impendent roundlng o B
Sources: State of Califomia Employment Development Department: U.S. Department
of Labor, BureauofLaborStatlsﬂce L. T

ceu s -
o, P4} 3 S

!

Manufacturing. Manufactunng employment in San Dxego County has been nnpacted by reductions in
defense spending and the sell off and relocation of activities of the General Dynamics Corporation.
The loss of aerospace jobs has been partially offset by an influx of jobs in'other high tech industries.
Based on EDD payroll data, between 1991 and 1995, a total of 15,900 aerospace jobs with an average
payroll of $36,700 were lost, while during this same period, a total of 12,100 jobs were added in other
high tech industries, paymg an average annual wage of $38,600 oo .
Construction. Construction employment in the County grew by 2,500 dunng 1995 ‘after i increasing by
1,100 during 1994 .

ol

IS oo tn .
Transportatton, Communications & Utilities. The Transportahon, Commumcatlons and Utxhhes mdustry
classification added 900 new jobs in the County during 1995, with all of the growth occurring in the
Transportation component The Commumcatlons and Utlhtles component was unchanged for the
year. ' e
Retail and Wholesale Trade Accountmg for approxlmately 24% of total nonagncultural wage and salary
employment in the County were the Retail and Wholesale trade sectors. Wholesale trade employment
in the County increased by 4.3% in 1995, after increasing by 5.8% during 1994. Retaxl trade
employment mcreased by 700 in 1995 after fallmg by 700 in 1994.
I-'mance, Insurance and ReaI Estate. Countywxde employment in the Finance, Insurance and Real Estate
sector decreased by 3,800 jobs, or by 6.4%, during 1995, with all of the loss occurring in the Finance
component.

Services. Employment in the County’s Services sector grew by 4.9% in 1995, adding 14,500 jobs,
following a gain of 8,800 jobs the previous year. All of the major components within the Services
category recorded increases in 1995, with the largest increases occurring in Business Services, which
includes software and data processing services.

A-4



Government. The Government sector, which accounted for 19% of total 1995 nonagricultural wage and
salary employment in the County, grew by 1.8% during 1995, with all of the increase occurring among
State and Local government agencies; federal employment was down by 100 jobs during the year.

Military Employment And Civilian Defense Spending. According to the San Diego Chamber of Commerce,
in 1994 the U.S. Department of Defense contributed about $9 billion to the County's economy through
wages paid to uniformed military and civilian personnel and purchases of equipment and services
from local businesses. The $9 billion spending figure for the County was second only to Los Angeles
County among California counties. According to the San Diego Union-Tribune, the twelve military
bases in the County had a total military population of 126,300 and a civilian workforce of 32,700. Table
5 below presents the number of people working in military installations located in the City.

Table §
EMPLOYMENT PROVIDED BY U.S. MILITARY
INSTALLATIONS LOCATED IN THE CITY

As of February 1995
Military Clvilian

Base Parsonnel Personnel
Miramar Naval Air Station {1] 11,000 2,400
San Diego Naval Medical Center 3,155 1,208
Naval Training Center [2] 1,064 522
Marine Corps Recruit Depot 1,550 850
Naval Command, Control and 100 3,950

Oceans Survelilance Center
Naval Submarine Base 6,311 166
42,949 0,006
Total Personnel 66,129 18,192

(1) Miramar is in the process of being converted to a Marine air base.

{2] The Naval Training Center has been selected for closure by the
Base Realignment and Closure Commission. All recruit training
activities have been discontinued and all remaining activities will
be terminated in 1997.

Source: San Diego Union-Tribune.

According to the San Diego Chamber of Commerce, San Diego County, with a total military and
civilian payroll of $3.7 billion in the federal fiscal year 1994, led all counties in the nation in terms of
combined military and civilian payrolls. Total civilian defense contracts awarded to County-based
businesses totaled $2.3 billion during the federal fiscal year 1994, down from $3.7 billion in the
previous year, but down only $200 million from the federal fiscal year 1992 levels. Despite recent
reductions, civilian defense contracting continues to be a significant part of the City’s economy.

Under the latest recommendations of the Base Closure and Realignment Commission (BRAC ’95),
which have been approved by the President, the City will actually see an increase in local military
spending, while overall federal defense spending continues to decline. Of major significance will be
the relocation of the U.S. Space and Naval Warfare Systems Command (SPAWAR) from Virginia to
San Diego. According to the San Diego Chamber of Commerce, SPAWAR should have a substantial
direct effect on the economies of both the City and the County, with an annual budget of $4 billion,
including $2.8 billion in private sector contracts, and a workforce of 1,133 military and civilian
personnel.

The impact of SPAWAR will extend beyond the immediate effects of its direct administrative activities
because of a federal regulation which requires that private contractors with SPAWAR contracts have
facilities within the immediate area. It is estimated that these indirect effects could generate an
additional 1,000 to 2,000 jobs for the San Diego County economy.
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In addition to the SPAWAR recommendation, BRAC ‘95 also recommended the closure of the Long
Beach Naval Shipyard, which had 3,100 civilian employees. The shutdown of the Long Beach facility
should result in increased activity for the City’s shipyards. According to the San Diego Chamber of
Commerce’s 1995 San Diego County Business Directory, of the seven shipbuilding and repair firms in
the County with more than 100 employees, six are located in the City, including the largest, the
National Steel and Shipbuilding Company, with more than 3,000 employees.

To expedite plans for the transformation from military to civilian use of the military bases in California
selected for closure by BRAC “95, the Governor of California established a Base Reuse Task Force, with
San Diego Mayor Susan Golding as Chairperson. The Commission’s purpose is to promote the rapid
conversion of these installations to civilian and government uses that maximize job creation and long
term economic growth. Within the City of San Diego, emphasis is on the rapid conversion of the Naval
Training Center (NTC). The City Council has approved a recommendation to use a portion of the NTC
property for the construction of approximately 500 units of Navy housing.

Tourism

Tourism and international trade are sectors of the ecoriomy that cut across industry lines, and, as such,
should be considered separately from the more specific industry classifications addressed in the
preceding section.

According to the San Diego Chamber of Commerce, the visitor industry is the County’s third largest
industry in terms of income generation, behind manufacturmg and the military. As shown in Table 6,
the total visitor spending in the County totaled $3.8 bllhon in 1995, up 4.4% from 1994 and up by
almost 16% from 1991. .

Table6. -
TOTAL VISITOR SPENDING
SAN DIEGO COUNTY
Calendar Years 1991 through 1995
($ billions)

Year Amount
1991 $3.28
- < - 1992 351 -
1993 3.45
1994 3.64
1995 3.80

Source: San Diego Convention & Visitors Bureau.

As shown in Table 7, contributing to the growth in visitor spending has been a sharp increase in
convention activity spending. Spending by convention delegates at the San Diego Convention Center
totaled $243.7 million in 1995, up from $124 million in 1991. ’



Table 7
SAN DIEGO CONVENTION CENTER
Calendar Years 1991 through 1995

Calendar  Estimated Number of Total Delegate
Year Spending  Conventions Attendance
36

1991 $123,181,530 195,930
1992 184,575,546 39 317,500
1993 160,112,046 52 236,600
1994 210,435,456 48 232,600
1995 243,669,716 49 330,510

Note: Table includes only the San Diego Convention Center; it does not
include other sources of convention activity in the San Diego region.

Source: San Diego Convention & Visitors Bureau.

The City of San Diego is the focal point for tourism in San Diego County. The Convention Center,
approximately 75% of the County's hotel and motel rooms and all of the County’s major tourist
attractions, including the world-renowned San Diego Zoo, the San Diego Wild Animal Park and Sea
World, are located in the City. Other attractions located in the City include the Cabrillo National
Monument on Point Loma, the historic Gaslamp Quarter in the downtown area, the Old Town State
Park, and Balboa Park - home to the San Diego Zoo and a host of other cultural and recreational
activities. According to the San Diego Chamber of Commerce, total attendance at all of these
attractions, excluding Sea World, totaled 17.8 million during 1995, up 5.3% from 1994.

In addition to the many permanent attractions available to visitors, the City has also been host to a
number of major events. The City recently hosted the 1995 America’s Cup and has been selected to
host Super Bowl XXXII, scheduled for January 1998. In addition, the City is the site for the Republican
National Convention to be held in August 1996. '

Associated with the growth in tourism has been the increase in traffic through San Diego’s Lindbergh
Field International Airport, which recorded a record 6.6 million arrivals during 1995, up 2.2% from
1994, and up by 1 million passengers from 1991’s total of 5.7 million.

Intermational Trade

Based on data compiled by the U. S. Dept. Of Commerce for the San Diego Customs District, which
includes San Diego and Imperial Counties and a portion of Riverside County, during the period from
calendar years 1991 through 1995, the County experienced substantial growth in the volume of
international trade. Table 8 below indicates that during 1995, the total dollar value of international
trade passing through the San Diego Customs District totaled $15.0 billion, up 15% from 1994, with
exports up 9% and imports up 20%.

. Table 8
VALUATION OF INTERNATIONAL TRADE
SAN DIEGO CUSTOMS DISTRICT
Calendar Years 1991 through 1995
($ billions)

Year Amount
1991 $8.7
1992 10.1
1993 10.8
1994 13.0
195 15.0

Source: U.S. Department of Commerce.




With its border location and a diversified manufacturing base, the City believes it is well positioned to
take advantage of the North American Free Trade Agreement (NAFTA) and the potential demand of
Mexico’s economy. This is reflected by the rapid growth of the City’s industrial complex located on the
Otay Mesa industrial area adjacent to the border with Mexico. Many of the Otay Mesa facilities are
twin plants, or “maquiladora”, with operations both in the U.S. and Mexico.

Major Employers

The City of San Diego is host to a diverse mix of major employers representing industries ranging
from education and health services, to diversified manufacturing, financial services, retail trade and
amusement and recreation. The following table lists the major employers in the City as of 1996. All of
the businesses listed below have their main offices in the City, with many having branch offices
and/or production facilities in other areas of the County.

Table 9
MAJOR EMPLOYERS 1]
1996
Company Product/Service
10,000 or More Employees
- San Diego Unified School District Education

Sharp Health Care Health Services
University of Califomia, San Diego Higher Education
5,000-9,999 Employees
San Diego Community College District Higher Education
Scripps Institutions of Medicine and Science Health Services
U.S. Postal Service Services
3,000-4,999 Employees )
Cubic Corporation Electronic Systems
Kaiser Permanente Medical Care Program Health Care
Nationial Stesl & Shipbuilding Co. Shipbuilding, Repair
Qualcomm Wireless Communications
Pacific Bell Utility
Rohr Industries Aerospace
San Diego Gas & Electric Utility
San Diego State University Higher Education
Science Applications intemational Corp. Research and Development
Solar Turbines, Inc. Gas Turbine Manufacturing
University of California San Diego Medical Center Health Services
2,000-2,999 Employees
Bank of America Banking
Catholic Diocese of San Diego Churches/Schools
Foodmaker Food Services
Home Depot Bullding Materials
Lucky Stores Food Services
Manpower Temporary Services Employment Services
Mercy Hospital & Health Centers Health Care
Nordstrom Retall
Palomar Pomerado Health Systems Health Care
Price Club & Costco Wholesale ) Wholesale Warehouses
Sony Engineering & Manufacturing of America Electronics
Target Stores - San Diego Retail
Vons Grocery Company Food Services
Wal-Mart Retail
Wiells Fargo Bank Banking
[1] Does not include various major public employers, including the City, the

County and the federal government other than the U.S. Postal Service.
Source: Greater San Diego Chamber of Commerce




Effective Buying Income

“Effective Buying Income”, also referred to as “disposable” or “after-tax” income, consists of personal
income less personal tax and certain non-tax payments. Personal income includes wages and salaries,
other labor-related income (such as employer contributions to private pension funds), and certain
other income (e.g., proprietor’s income; rental income; dividends and interest; pensions; and welfare
assistance). Deducted from this total are personal taxes (federal, state and local), certain non-tax
payments (e.g., fines, fees and penalties), and personal contributions to a retirement program.

Table 10 shows the per capita Effective Buying Income for the City, the County, the State and the
United States between calendar years 1991 and 1995.

Table 10
PER CAPITA EFFECTIVE BUYING INCOME
Calendar Years 1991 through 1995

Cityof Countyof State of United

SanDiego SanDiego Califomia  States
1991 $16,377 $16,067 $15,741  $13,952
1992 15,819 15,681 15,843 14,702
1993 16,181 15,047 16,124 15,255
1994 16,667 16,485 16,672 16,064
1995 17,220 17,034 17,275 16,918
Source: Sales & Marketing Management Magazine

*Survey of Buying Power."

Building Permits

Table 11 provides a summary of the building permit valuations, and the number of new dwelling units
authorized in the City for the Fiscal Years 1991 through 1995.

Table 11
BUILDING PERMIT VALUATIONS
AND NUMBER OF DWELLING UNITS
Fiscal Years Ended June 30, 1991 through 1995

Valuation

{in thousands) 1991 1992 1993 1904 1995
Residential $516,072 $380,666 $319,210 $475,878 $432,957
Nonresidential 421476 271020 301,123 325245 382514
Total . $937.548 $651.686 $620.333 $801,123 $815.471
Number of New_ ’

Dwelling Units

Single Family 1,413 1,018 1,118 1,860 1,440
Muttiple Family 2.609 1914 881 992 1212
Total 4,022 2.932 1.999 2.852 2,652

Source: City of San Diego, Development Services Department

Business Development Program

The City recognizes the need to improve the local business climate and aggressively support economic
development and job creation activities. To achieve this, the City has established a comprehensive
Business Development Program. A key element of this program is the Business Expansion and
Retention Program which represents a new pro-active effort on the part of the City to work directly
with businesses to improve the retention rate among local firms and to expand the level of investment
and job growth.
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A primary focus of the City’s overall business development effort is to streamline the current
permitting process and, when feasible, to eliminate or reduce existing fees and permits. To facilitate
this process within the City, an Economic Development Cabinet (EDC), composed of those City
departments directly involved in the permitting process (Engineering and Development, Building
Inspection, Planning, and Neighborhood Code Compliance), was established. The specific objective of
the EDC is to establish a “one-stop” permitting process that will reduce the development permit
processing time by as much as one-half. As part of the City’s Economic Strategic Plan, the City’s
Ombuds Program staff work directly and proactively with businesses to provide assistance that results
in the retention and expansion of jobs and investment in the City. In Fiscal Year 1995, the City
estimates that its proactive assistance helped to create and retain at least 10,000 jobs. The total
valuation of building permits expedited is estimated to be more than $97 million. The following are
some of the companies which constructed new facilities in the City in 1995:

Approximate
Name Product/Service
Qualcomm Telecommunications Manufacturer 225,800
Intuit Software development 136,271
Hewlett-Packard Computer Peripherals Manufacturer 133,695
Target General Merchandise Retailer 123,700
Howard Leight Industries Manufacturing - Hearing Protection Devices 100,614
ThermoTrex Corporation Research and Development : 90,000
Delimex Frozen Food Processor 77,797

Waxie Wholesaler . - - 53,173

Source: Economic Development Services, The City of San Diego

As part of the City’s efforts to make San Diego more business-friendly, the City Council opened the
City’s Business Resource Station in 1993, which is an interactive information center designed to
provide aspiring entrepreneurs with everything they need to know about starting a small business in
the City of San Diego. In 1994, the City Council reduced the Business License Tax for all businesses
with 12 or fewer employees from $125 and $5 per employee to $70 per business and $3 per employee,
and in July 1995 reduced it even further, to a flat fee of $34 per business with no per employee charge.
In addition, at the City’s request, the County’s Air Pollution Control District exempted more than 50
City employers from having to file requxred traffic abatement plans or from having to pay the filing
fee.

Commercial Development Activity

In downtown San Diego, 51gruﬁcant commercial development has occurred over the last several years
as a result of the City’s redevelopment efforts. Planning and design are currently underway for an
expansion of Seaport Village, a 13-acre specialty retail development next to the Convention Center; the
expansion will include an additional 150,000 square feet of retail and related parking. Horton Plaza, a
major mixed-use retail, entertainment and parking complex, with 900,000 square feet of mixed-use
space, two major department stores and approximately 150 specialty shops, added a 12,750 square-
foot restaurant as part of a $16 million renovation completed in March 1995.

Constructxon is underway on 321 condommmm uxuts and plans for two apartment projects, Cortez
Hill and Marina Walk, were recently approved by the Centre City Development Corporatlon The
combined value of the two projects is estimated to be $57 million. - ,

The San Diego Convention Center, with 254,000 square feet of prime exhibit space, costing
approximately $160 million, was completed in November 1989. The Center will nearly double its size
by mid-1999 by adding 276,000 square feet of exhibit space and 100, 000 square feet of meeting rooms.
According to a study conducted by CIC Research, Inc. and Price Waterhouse, this $197 million
expansion (including $29 million for related infrastructure improvements) is projected to increase the
Convention Center’s annual economic impact (from direct and indirect spending) to the San Diego
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region (comprised of the City and balance of County) from the current $641 million to $1.02 billion. In
addition, preliminary planning and site analysis has begun on a proposed downtown sports arena.
Any new development is subject to general and local economic conditions as well as the availability of
funding sources.

Research Facilities

Among the more important research facilities located in the City are the Scripps Clinic and Research
Foundation, the Naval Electronics Laboratory Center, the Palomar Observatory and the Salk Biological
Research Institute.

The City was selected as one of the three joint work sites for the Engineering Design Phase of the
International Thermonuclear Experimental Reactor (ITER) project, an internationally funded program
to demonstrate the scientific and technological feasibility of using magnetic fusion as a source of
electrical power; the other two work sites are in Germany and Japan. The San Diego work site
primarily focuses on project integration and the estimated cost of this phase of the program at all work
sites is $1.1 billion. The ITER facility is located in the City’s Torrey Pines Science Park. The University
of California at San Diego, through its subcontractor Science Applications International Corporation,
provides administrative oversight and on-site operational support. The project is expected to serve as a
spawning ground for spinoff technologies and businesses, similar to the role played by the Scripps
and Salk Institutes, two organizations that provided the catalyst for the City’s biomedical industry.

The Software Resource Center was established in 1995 by the joint effort of the San Diego Private
Industry Council, CONNECT of the University of California, San Diego, and the San Diego Council of
the American Electronics Association. This Center provides platform testing, custom software testing
and hi-tech lab facilities for the City’s high technology mdustnes

San Dlego-Based Companies In Growth Industries

The following is a list of companies headquartered in the City which are active in certain industries,
including telecommunications, software development, biotechnology, electronics, golf equipment, and
research and development. The information provided includes the year incorporated and a brief
description of the product/service provided.

Qualcomm, Inc. (1985) Qualcomm develops, manufactures, markets, iicenses, and
operates advanced communications systems and products based
on digital wireless technology.

Encad, Inc. (1981) Encad designs, manufactures and markets wide-format, color inkjet
printer/plotters for computer applications.

Science Applications Intemational............ Science Applications is a diversified high-technology research and

Corporation (SAIC) (1969 engineering company involved in technology development and

analysis, computer system development and integration, technical
support services, and computer hardware and software products.

Aldila, Inc. (1972) Aldila is a leading designer and manufacturer of high-quality
innovative graphite golf shafts and currently has approximately one-
half of the U.S. graphite shaft market.

Visicom Laboratories, Inc. (1988)............. Develops software for communications, simulation, training and
graphical interface.

Dura Pharmaceuticals (1981).......ccccccveuns Dura is a specialty pharmaceutical company engaged in the sale,
marketing and development of prescription pharmaceuticals for the
treatment of asthma, hay fever, the common coids and other
respiratory ailments.
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Cohu, Inc. (1944) Cohu, Inc. manufactures and supplies closed circuit television
cameras and systems, microwave radio and equipment,. metal
detectors, and gravity feed integrated circuit test handlers.

Cubic Corporation (1984).............ceceurecnue Cubic designs, develops, and manufactures electronic products
such as military range instrumentation, communications and
surveillance systems, avionics, and ticket vending machines.

Proxima Corporation (1882)..........cccceee... Proxima designs, develops, manufactures and markets liquid

. crystal display projection products that bring power and flexibility to
computers.

Ligand Pharmaceuticals (1987)................ Develops drugs that regulate hormone activated intracellular

receptors (IRs). IRs help regulate the genetic processes affecting
many diseases, including cancer, cardiovascular, inflammatory &
- skin diseases.

Source: City of San Diego, Financing Services Division
Transportation

San Dxego has a well-developed and relatively uncongested highway system. Access in and out of the
region is provided by five major freeways running north and south and three freeways runnmg east
and west.: T

Public transportation through the City and metropolitan surrounding communities is provided by the
San Diego Metropolitan Transit Development Board (“MTDB"). The San Diego Trolley, Inc. operates a
fleet of electric trolleys that provides transportation for commuters and tourists from downtown San
Diego to San Ysidro (adjacent to Tijuana), and from downtown San Diego to Southeast San Diego
County and East County. The trolley provides transportation service from downtown San Diego to the
waterfront area, including the Convention Center. A $111.2 million extension that will provide service
from downtown to the historical Old Town section of the City was recently completed. The Old Town
extension, which features an 1871 vintage terminal located in the Old Town State Park, opened in June
1996. In addition, construction is in progress on the next extension, which will go from Old Town
through the Mission Valley area, ending at San Diego Jack Murphy Stadium. Service is scheduled to
begin on the Mission Valley extension in late-1997. The East Line extension to Santee was recently
completed. This 3.6 mile, $109 million extension connects El Cajon with Santee. A 43-mile Coaster
Commuter rail line from Oceanside to downtown San Diego came into service in February 1995. This
line links communities along the coast from Oceanside to Del Mar with downtown San Diego and is
operated by North County Transit District (“NCTD").

Proposition A, voter approved in November 1987, authorized a one-half cent increase to the local sales
tax to fund transportation improvements for the San Diego region. The City of San Diego expects to
receive $123 million from this source during Fiscal Years 1994-2000.

State Propositions 108/111/116, voter approved in Juné 1990, increased the State gas tax and
authorized the sale of rail bonds. The revenues generated from these measures are to be used to
implement a comprehensive Statewide transportation funding program through the year 2000.
Increased revenues to the City of San Diego resulting from Proposition 111’s increased gas tax
subventions are estimated at $66.7 million over the ten year period from 1991 through 2000. Revenues
from this source supplement the Clty s street maintenance program, and contribute to capital
improvements.

State Proposition 108, the Passenger Rail and Clean Air Act, also authorized the sale of general
obligation rail transit bonds by the State of California. These rail bonds are to be used to fund up to
50% of the non-Federal cost of eligible projects throughout the State. Eligible transit projects under
this program include trolley and commuter rail corridors, with a possibility of $100 to $150 million
available for trolley and commuter rail projects within the San Diego region. The designated recipients
to develop rail infrastructure in the region are MTDB and NCTD.
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A related State ballot measure, Proposition 116, the Clean Air and Transportation Improvement Act,
generated revenue from the sale of $1.99 billion in general obligation rail bonds providing specific
allocations to finance rail infrastructure, including intercity, commuter and light rail transit statewide.
Similar to State Proposition 108, MTDB and NCTD would be the designated recipients for the San
Diego region; $45 million is estimated to be spent in San Diego County.

MUNICIPAL GOVERNMENT AND FINANCIAL INFORMATION
Governmental Organization

The City of San Diego is a charter city and operates under the Council-Manager form of government.
The City Council is comprised of eight members elected by district to serve overlapping four-year
terms. The Mayor, who presides over the City Council, is elected at large to serve a four-year term. The
City Council, which acts as the City’s legislative and policy-making body, selects the City Manager,
who is the City’s chief administrator and is responsible for implementing the policies and programs
adopted by the City Council.

Accounting Practices

The City’s accounting policies conform to generally accepted accounting principles applicable to
governmental units. The City’s Governmental Funds and Expendable Trust and Agency Punds use the
modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues are
recorded when both available and measurable. Certain fines and forfeitures, however, are recorded
when received as they are not susceptible to accrual. Expenditures are recognized when the related
liability is incurred except for (1) principal of and interest on general long-term debt which are
recognized when due; and (2) employee annual leave and claims and judgments for litigation and self-
insurance which are recorded in the period due and payable. Proprietary Fund, Pension Trust and
Nonexpendable Trust Funds use the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned, and expenses are recorded when incurred.

The City prepares financial statements annually in conformity with generally accepted accounting
principles for governmental entities which are audited by an independent certified public accountant.
The annual audit report is generally available about 285 days after the June 30 close of each fiscal year.
The City’s most recent general purpose financial statements for the Fiscal Year ended June 30, 1995
were audited by Calderon, Jaham & Osborn, CPAs.

Budgetary Process

The City’s annual budget, which is published in November, is the culmination of the annual budget
process which begins in the fall of the preceding year. Public input on service and program priorities is
solicited. This input serves as part of the City Council’s priority setting for the development of the
budget.

Based upon City Council budget priorities, departments submit operating and capital improvement
project requests to the City Manager for review by the Financial and Technical Services Department.
The City Manager evaluates and prioritizes the program requirements, determines funding
availability and develops a balanced budget as required by the City Charter. This proposed balanced
budget is published and presented to the City Council during April.

City Council review of the proposed budget is conducted during May and June. The first two meetings
are dedicated to public comment, while the balance of the meetings are conducted as Council
workshops focusing on policy issues.

As required by the City Charter, the City Council adopts the Annual Budget and Appropriation
Ordinance no earlier than the date of the first Council meeting in July and no later than the last
meeting in July. The adoption of the Appropriation Ordinance requires two noticed public hearings
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which are usually held on consecutive days. The Annual Tax Rate Ordinance is adopted no later than
the last Council meeting in August. .

The Financial and Technical Services Department works closely with the City Auditor and
Comptroller to monitor fund balances. Variations from budget or plans are alleviated in a number of
ways, including expenditure reductions or deferrals. Short-term issues are resolved with short-term
solutions. Because the recent recessionary environment lasted longer than usual, the City has begun to
implement longer term solutions such as using the City’s revenue raising flexibility and making
permanent reductions to programs.

Five Year Summary of Financial Results

Tables 12 and 13 present the Balance Sheet and the Revenue and Expenditure statements of the City’s
General Fund for Fiscal Years 1991 through 1995.

Table 12
CITY OF SAN DIEGO
BALANCE SHEET FOR THE GENERAL FUND
Fiscal Years Ended June 30, 1991 through 1995 (in thousands)

ASSETS 1991 1992 1993 '1994 1995
Cash/Equity in Pooled Cash & Investments  $38,653 $22,009 $21,450 $21,384 $16,394
Receivables:

Taxes-Net 11,588 18,701 15,366 22,276 21,164

Accounts-Net 5,402 7.393 16,076 16,726 21,449

Claims-Net 259 225 5 29 31
Notes - - - - 182
Accrued Interest 2,666 1,934 2,277 2,139 2411
From Other Funds 134 43 35,534 2171 358
From Other Agencies 70 70 70 70 70
Advances to Other Funds 26,417 24,427 21,869 15,719 10,980
Advances to Other Agencies 350 - 350 © 350 350 350
Prepd. Reimb. items & Deposits 331 301 784 928 1,065
- Total Assets $85,870 $75,453 $113,781 $81,792 $74,454
LIABILITIES - -
Obligations Under Rev. Repurchase Agrs. $10,810 $884 $1,349 $1,364 $2,180
Accounts Payable - 3,319 2,493 2,606 1,451 2,633
Accrued Wages and Benefits 12,947 15,710 16,794 18,597 8722
Deferred Revenue 11,227 19,549 18,766 25,536 29,905
Contracts and Notes Payable - - 35,500 - -

Total Liabilities $38,303 $38,636 $75,015 $46,948 $43,440
FUND BALANCE
Reserves: , .

Reserved for Encumbrances $10559  $6,101 $7,313 $8,487 $5,323

Reserved for Advances & Deps. 26,847 24,777 22,219 16,069 11,330
Unreserved:

Desig. for Subseq. Yrs. Exp. 4,453 3,422 3211 2,959 2,871

Undeslignated 5,708 2,517 6,023 7,329 11,490
Total Fund Equity $47,567 $36,817 $38,766 $34,844 $31,014
Total Liabilities & Fund Balance $85870 $75453 $113,781 $81,792 $74.454
Source: City of San Diego, Comprehensive Annual Financial Report.

A-14



Table 13
CITY OF SAN DIEGO
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE FOR THE GENERAL FUND
Fiscal Years Ended June 30, 1991 through 1995 (In thousands)

REVENUES . 1901 1992 1993 1994 1005
Property Taxes & Special Assessments $127,052 $132,786 $121,314 $112,602 $112,472
Other Local Taxes 130,941 135215 144,323 145269 148,591
Licenses and Pemnits 16,556 19,054 19,909 25,509 25,820
Fines, Forfeitures & Penalties 17,595 13,993 13,951 16,232 16,902
Revenues from Use of Money & Property 30,208 26,842 23,994 22,471 25,445
Revenues from Federal Agencies 68 446 277 418 540
Revenues from Other Agencies 43,195 40,941 41,407 44,176 42,854
Charges for Current Services 45,028 53,625 52,628 62,032 68,435
Other Revenue 2,354 2,548 2,157 1,987 3,136
Total Revenues $412,997 $425,450 $419,960 $430,696 $444,195
EXPENDITURES
General Government $71,387 $72510 §71,202 §$73925 $78,547
Public Safety 216,915 230,213 231,348 238,818 249,638
Libraries 13,848 15,278 15,277 16,469 17,052
Park, Recreation & Culture 40,218 41,415 40,248 40,093 42,574
General Services 55,416 57,825 57,375 58,762 60,135
Engineering & Development 17,859 22,188 22,664 21,899 22,365
Employment & Soclal Services 313 436 463 505 492
Misc. and Unallocated 15,462 10,125 2,305 2,003 1,985
Capital Projects 96 - - - -
Total Expenditures - $431,514 $449,990 $440,882 $452,474 $472,788
EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES (18,517) (24,540} (20,922) (21,778) (28,593)
OTHER FINANCING SOURCES (USES)
Transfers from Proprietary/Fiduciary Funds 4,106 788 1,073 614 . 913
Transfers from Other Funds 13,588 17,277 34,222 30,200 30,119
Transfers to Proprietary Funds (4,679) (167) (8,399) (10,775)  (4,921)
Transfers to Other Funds (3,275) (4108)  (4,525) (2,864) (2,429)
TOTAL OTHER FINANCING )
SOURCES (USES) $9,740 $13,790 $22,371 $17,175 $23,700

EXCESS (DEFICIENCY) OF REVENUES
& OTHER FIN. SOURCES OVER EXPS.

& OTHER FINANCING USES (8,777)  (10,750) 1,449 (4,603) (4,893)
FUND BALANCE AT JULY 1 56,344 47,567 36,817 38,766 34,844
Residual Equity Transfers

from Other Funds - - 500 681 1,063
FUND BALANCE AT JUNE 30 7567 $36817 $38,766 $34.844 §$31.014

Source: City of San Diego, Comprehensive Annual Financial Report.

Fiscal Year 1996 Budget

The Fiscal Year 1996 Budget was adopted on July 25, 1995. It reflects a forecast of moderate growth in
several major revenue categories as the economic climate for San Diego and California began to
improve during the second half of 1994.

The General Fund portion of the City’s budget which provides services such as police and fire
protection, trash collection, library service, parks and recreational programs and other essential
services, totals $489.5 million, which is a 1.1% increase from the Fiscal Year 1995 budget of $484.0
million. This represents 42% of the total City budget of $1.18 billion.
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As in Fiscal Year 1995, there was some use of one-time revenue sources. One-time revenues are
revenues derived from non-recurring sources, as opposed to permanent General Fund sources.
Sources of one-time revenue include the repayment of loans and advances from other City funds and
agencies and the transfer of surplus funds from internal service and other City funds, as permitted by
the City Charter.

In the Fiscal Year 1996 budget, one-time revenues comprised less than 5% of the City's total General
Fund budget. Though not a significant portion of the total budget, one-time revenues have been
prudently utilized as a supplement to permanent General Fund revenue sources, lessening the severity
of the impact of the recent recession on the City, and allowing the City to maintain and even increase
the level of services provided while some of the major revenue sources experienced little to no growth.

The Fiscal Year 1996 Budget reflected priorities of public safety and service to the public, economic
development, and park and street maintenance. To enhance the level of police service and expand
neighborhood policing, $1.1 million was budgeted to add 14 sworn officers and $400,000 to fund a new
area station in the City's Mid-City community. In order to provide for these enhancements, reductions
and alternative revenue sources were identified in other areas of the budget.

As of June 1996, the City’s actual revenues are at or above budgeted revenues and the expenditures
will not exceed approved budgeted amounts for the Fiscal Year 1996.

Fiscal Year 1997 Proposed Budget

The Fiscal Year 1997 Proposed Budget was presented to the City Council in May, 1996. It is based on
an assumption that most major revenue categories, including sales tax, transient occupancy tax, and
motor vehicle license fees will continue to grow at rates comparable to those realized during Fiscal
Year 1996. See “LIMITATIONS ON TAXES AND APPROPRIATIONS-Statutory Spending
Limitations” below for factors affecting the availability of these revenues.

In the Fiscal Year 1997 Proposed Budget, one-time revenues again comprise less than 5% of the City’s
total General Fund budget. These one-time revenues include repayment of loans and advances from
other City funds and agencies and the transfer of surplus funds from mtemal service and other City
funds, as pernutted by the City Charter.

The General Fund portion of the Proposed Budget totals $504 million, up by 3.0% over the Fiscal Year
1996 budget. Public safety services, including police and fire, accounts for 54% of total proposed
expenditures. The Proposed Budget includes the addition of 21 police officers, 7 fire engines and
trucks and $1.5 million to fund street and sidewalk improvements.

Revenue projections for Fiscal Year 1997 reflect the City’s recovery from the recent recession. Increases
are estimated for most major General Fund revenue categories for Fiscal Year 1997.

The following table sets forth the operating budgets for the City’s General Fund, comparing actual

results for Fiscal Year 1995 with the City’s adopted budget for Fiscal Year 1996 and the proposed
budget for Fiscal Year 1997.
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Table 14
CITY OF SAN DIEGO
OPERATING BUDGET SUMMARY FOR FISCAL YEARS 1995 THROUGH 1997
GENERAL FUND
Actual Results  Adopted Budget Proposed Budget

REVENUE SOURCES Fiscal Year 1995 Fiscal Year 1996 Fiscal Year 1997
Property Tax $112,353,543 $111,725,112 $111,725,112
Sales Tax 92,676,991 94,309,920 101,638,173
Transient Occupancy Tax 29,584,395 31,132,294 33,933,247
Property Transfer Tax 2,201,861 2,300,000 2,300,000
Licenses and Permits 21,678,010 18,741,741 19,017,871
Fines, Forfeitures and Penalties 16,953,977 20,154,650 17,124,882
Interest Eamings 6,291,462 5,400,000 5,700,000
Franchises 24,261,544 23,268,547 22,662,597
Other Rents and Concessions 23,413,577 23,172,167 23,904,177
State Motor Vehicle License Fees 41,687,113 40,602,000 45,740,830
Other Revenue from Agencies 3,666,287 3,164,380 3,492,468
Charges for Current Services 30,401,888 31,567,635 33,128,662
Transfers from Other Funds 74,014,672 81,006,427 80,860,978
Other Revenue and Balance 4,527,355 2,968,146 2,815,030

Total General Fund Revenues $483,712,675 $489,513,019 $504,044,027
EXPENDITURES
Public Safety $247,685,437 $257,074,786 $272,000,756
Parks and Recreation 43,059,363 47,106,236 41,606,934
Sanitation and Health 28,493,593 27,637,799 27,162,863
Other Public Services 80,693,895 87,625,742 90,011,512
Support Services 60,532,502 70,068,456 73,261,962

Total General Fund Expenditures $470,464,790 $489,513,019 $504,044,027
Source: City of San Diego.

Property Taxes

The County assesses property and collects secured and unsecured property taxes to for the cities,
school districts and special districts within the County, including the City. Once the property taxes are
collected, the County conducts its internal reconciliation for accounting purposes and distributes such
taxes to the City, generally within a couple of weeks. Prior to distribution, the moneys are deposited in
an account established on behalf of the City in the County Treasurer’s Investment Pool (the “Pool”). If
the County and/or the Pool were at any time to become subject to bankruptcy proceedings, it is
possible that City property taxes held in the Pool, if any, could be temporarily unavailable to the City.
However, the City believes that such an occurrence would not impair its ability to pay the Notes in a
timely manner. Ad valorem taxes are subject to constitutional limits as discussed under the section
“Limitations on Taxes and Appropriations.”

Taxes are levied for each fiscal year on taxable real and personal property which is situated in the City
as of the preceding March 1. For assessment and collection purposes, property is classified either as
“secured” or “unsecured” and is listed accordingly on separate parts of the assessment roll. The
“secured roll” is that part of the assessment roll containing the taxes on which there is a lien on real
property sufficient, in the opinion of the County Assessor, to secure payment of the taxes. Other
property is assessed on the “unsecured roll.”

Property taxes on the secured roll are due in two installments, on November 1 and February 1 of the
fiscal year. If unpaid, such taxes become delinquent on December 10 and April 10, respectively, and a
10% penalty attaches to any delinquent payment. In addition, property on the secured roll with respect
to which taxes are delinquent is sold to the State on or about June 30 of the fiscal year. Such property
may thereafter be redeemed by payment of the delinquent taxes and the delinquent penalty, plus a
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redemption penalty of 1.5% per month to the time of redemption. If taxes are unpaid for a period of
five years or more, the property is deeded to the State and then is subject to sale by the County Tax
Collector.

Property taxes on the unsecured roll are due as of the March 1 lien date and become delinquent, if
unpaid, on August 31 of the fiscal year. A 10% penalty attaches to delinquent taxes on property on the
unsecured roll, and an additional penalty of 1.5% per month begins to accrue beginning November 1
of the fiscal year. The taxing authority has four ways of collecting unsecured personal property taxes:
(a) a civil action against the taxpayer; (b) filing a certificate in the office of the County Clerk specifying
certain facts in order to obtain a judgment lien on certain property of the taxpayer; (c) filing a
certificate of delinquency for record in the County Recorder's office, in order to obtain a lien on certain
property of the taxpayer; and (d) seizure and sale of personal property, improvements or possessory
interest belonging or assessed to the assessee.

A supplemental assessment occurs upon a change of ownership of existing property and for new
construction upon completion. A supplemental tax bill is issued for the difference in property value
resulting from the increase in assessed value which is prorated for the remainder of the year.

Effective July 1, 1988, Assembly Bill 454, Chapter 921, eliminated the reporting of the unitary
valuations pertaining to public utilities such as San Diego Gas and Electric and Pacific Telephone. In
lieu of the property tax on these previously included assessed valuations, the City will receive from
the State (through the County) an amount of unitary revenue based upon the unitary property tax
received in the prior year.

The following table presents assessed valuation within the City for the past ten Fiscal Years.

Table 15
ASSESSED VALUATION
Fiscal Years Ending June 30, 1987 through 1996
(in thousands){1]{2]
Fiscal Year Secured Unsecured Gross Less Net Assessed Ann. Assessed
EndingJune 30  Property Property “Total Exemptions[3] Valuations{4]  Change[5]
1987 . - $37,330,349 $2,012,161 $39,342,510 $1,028,573  $38,313,937 13.33%
1988 41,256,462 2,510,496 43,766,958 1,197,058 42,569,900 11.11%
1989 43,175,133 2,923,626 46,098,759 1,257,738 44,841,021 5.34%
1990 " 48,203,351 3,345,666 51,549,017 1,492,849 50,056,168 11.63%
1901 £3,756,806 3,885,132 57,641,938 1,676,063 55,965,875 11.81%
1992 67,563,431 3,946,532 61,509,963 1,792,948 59,717,015 6.70%
1993 59,787,900 4,059,854 63,847,754 1,099,768 61,747,986 3.40%
1994 - 60,586,129 4,218,892 64,805,021 2,360,741 62,444,280 1.13%
1995 . 60,939,995 4,371,923 65,311,918 2,420,027 62,891,891 0.72%
1996 61,793,760 4,303,198 66,096,958 2,489,507 63,607,451 1.14%

[1] Assessed valuations are based on 100% of full market value.

[2] Includes both locally assessed and State assessed utility property.

(3] Excludes homeowners' and business inventory exemptions.

[4] Net assessed valuation for tax rate purposes. Includes both locally assessed and State assessed utility property.

[5] As mentioned above, effective July 1, 1988, Assembly Bill 454, Chapter 921, eliminated the reporting of the
unitary valuation pertaining to public utilities, making these percentages not comparable in 1988-89. Without
such change, growth in net assessed valuations would have been approximately 11%.

Sources: City of San Diego Comprehensive Annual Financial Report for the year ended June 30, 1994,
*(Revised) Statistical Section” (unaudited), pages 138 and 139. County Assessor's Office for Fiscal Years
1994 and 1995.

A number of factors have affected City property tax revenues. The most significant factor stems from
the State’s effort to reduce its obligation for school funding by shifting, over Fiscal Years 1993 and
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1994, nearly $4 billion of local property tax revenues from the cities to school districts. For the City of
San Diego, this translated into an $11.2 million permanent shift of City property tax revenues in Fiscal
Year 1993 and an additional $12.4 million permanent shift in Fiscal Year 1994. Recent clarifying
legislation with regard to these shifts has resulted in another $0.4 million permanent shift of City
property tax revenues in Fiscal Year 1995.

Fiscal Year 1995 and Fiscal Year 1996 property tax revenues were affected by the significant number of
assessment appeals which have been filed with the County Assessor’s Office. These appeal filings are
the result of a decline in property values from 1990 and 1991 levels. The City has established a $2.8
million reserve to assist in the mitigation of the impact of assessment appeals on City revenues. This
reserve remains intact and may be partially utilized in the current or future fiscal years.

The assessment appeal cases are reviewed, and if necessary, reduced under the auspices of Proposition
8. Proposition 8 allows for a temporary reduction in property tax assessments, if the market value falls
below the assessed value. This is a temporary reduction in value which is then reviewed annually, and
can be increased to the original assessed value (plus 2% CPI increase as required by Proposition 8) as
market conditions improve. Because of Proposition 13, most properties in San Diego County have
assessed values well below their current market values. Normally, only recently purchased properties
that have subsequently declined in value are likely candidates for this temporary reduction. In Fiscal
Years 1994 and 1995, the County of San Diego received 26,700 and 25,600 assessment appeal
applications, respectively.

Despite the impact of assessment appeals, Fiscal Year 1996 property tax revenues are currently
projected to exceed the final budgeted amounts by approximately $2.5 million, or 2.2 percent.

Tax Collections

Table 16 summarizes the City’s secured tax collections over the past ten years.

Table 16
-" SECURED TAX LEVIES AND COLLECTIONS
Fiscal Years 1986 through 1995

{in thousands)
Current Year - Total
Fiscal Year Collections as Collections
Ending Current Year % of Current Total Tax as % of
June30 Taxlevy Collactions Taxlevy Collections TaxLlevy[1}
1986 $70,088 $66,448 94.81% $69,421 99.05%
1987 79,236 74,838 94.45% 78,110 98.58%
1988 92,545 87,032 94.04% 91,268 98.62%
1989 102539 97,895 95.47% 101,852 99.33%
1990 115,361 109,990 95.34% 113,377 98.28%
1991 125,823 116,952 92.95% 120,510 95.78%
1992 127,143 121,308 95.41% 125,153 98.43%
1993 120,574 114,821 95.23% 119,867 99.41%
1994 109,881 105,911 96.39% 110,738 100.78%
1995 109,754 104,295 95.03% 108,192 98.58%

[1] Total collections include unpaid taxes from previous years' tax levies
collected in the current fiscal year.

Source: City of San Diego Comprehensive Annual Financial Report for the year
ended June 30, 1995, "Statistical Section” (unaudited), page 143.

Table 17 indicates the ten largest property taxpayers in the City.
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Table 17
PRINCIPAL TAXPAYERS IN CITY OF SAN DIEGO
June 30, 1995
(in thousands)
% of Net

Assessed  Assessed Approximate
Iaxpayers Ivpe of Business Valuation Valuation(l] TaxPaid
Sony Corporation Electronics $244,098 0.38% $2,488
Sea World Entertainment 213,502 0.33% 2,338
General Dynamics/Convair Aerospace 206,694 0.32% 2,311
Equitable Life Assurance Society Investment 187,720 0.29% 2,108
Solar Turbines Manufacturing 159,849 0.25% 1,787
Pacific Landmark Hotel Hotel 154,790 0.24% 1,730
Hewleft-Packard Company Electronics 140,665 0.22% 1,439
Manchester Ltd. Hotel 119,439 0.19% 1,335
Sheraton-Harbor Drive Hotel 108,633 0.17% 1,197
Kelco Corp. (Delaware) Chemicals 107,120 017% 1,197
[1) Total net assessed valuation of $64,088,701, 724. ]
Nota: This table excludes public utilities, including San Diego Gas & Electric Company, Pacific
Bell and AT&T, because valuations within the City of San Diego cannot be readily determined.
Source: County of San Diego Assessor's Office

LIMITATIONS ON TAXES AND APPROPRIATIONS
Article XTIIA of the California Constitution

Section 1(a) of Article XIIIA of the California Constitution limits the maximum ad valorem tax on real
property to 1% of full cash value (as_defined in Section 2 of Article XIIIA), to be collected by each
county and apportioned among the county and other public agencies and funds according to law.
Section 1(b) of Article XIIIA provides that the 1% limitation does not apply to ad valorem taxes to pay
interest or redemption charges on (a) indebtedness approved by the voters prior to July 1, 1978 or (b)
any bonded indebtedness for the acquisition or improvement of real property approved on or after
July 1, 1978, by two-thirds of the votes cast by the voters voting on the proposition. Section 2 of Article
XIIIA defines “full cash value” to mean “the County Assessor’s valuation of real property as shown on
the 1975/76 tax bill under “full cash value’ or, thereafter, the appraised value of real property when
purchased, newly constructed or a change in ownership has occurred after the 1975 assessment.” The
full cash value may be adjusted annually to reflect inflation at a rate not to exceed 2% per year or to
reflect a reduction in the consumer price index or comparable data for the area under the taxing
jurisdiction, or reduced in the event of declining property values caused by substantial damage,
destruction or other factors. Legislation enacted by the State Legislature to implement Article XIIIA
provides that notwithstanding any other law, local agencies may not levy any ad valorem property tax
except to pay debt service on indebtedness approved by the voters as described above.

In the June 1990 election, the voters of the State approved amendments to Article XIIIA permitting the
State Legislature to extend the replacement dwelling provisions applicable to persons over 55 to
severely disabled homeowners for a replacement dwelling purchase or newly constructed on or after
June 5, 1990, and to exclude from the definition of “new construction” triggering reassessment
improvements to certain dwellings for the purpose of making the dwelling more accessible to severely
disabled persons. In the November 1990 election, the voters of the State approved an amendment of
Article XIIIA to permlt the State Legislature to exclude from the definition of “new
construction”seismic retrofitting improvements or improvements utilizing earthquake hazard
mitigation technologies constructed or installed in existing buildings after November 6, 1990.
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Court Challenges to Article XIIIA

In early 1989; the United States Supreme Court struck down as a violation of equal protection certain
property tax assessment practices in West Virginia which has resulted in vastly different assessments
of similar properties. Since Article XIIIA provides that property may only be reassessed up to 2% per
year, except upon change of ownership or new construction, recent purchasers may pay substantially
higher property taxes than long-time owners of comparable property in a community. The Supreme
Court in the West Virginia case expressly declined to comment in any way on the constitutionality of
Article XIITA. Based on this decision, however, property owners in California brought three suits
challenging the acquisition value assessment provisions of Article XIIIA. Two cases involved
residential property, and one case involved commercial property. In all three cases, State trial and
appellate courts upheld the constitutionality of Article XIIIA’s assessment rules and concluded that the
West Virginia case did not apply to California's laws. On June 3, 1991 the United States Supreme Court
agreed to hear the appeal in the challenge relating to commercial property, but the plaintiff
subsequently decided to drop the case.

On June 18, 1992, the United States Supreme Court upheld the decision in Nordlinger v. Hahn, 225
Cal.App.3d 1259, one of the cases involving residential property decided by the State Court of
Appeals. The 8 to 1 majority held that the Article XIIIA assessment method serves a rational state
interest by providing certainty regarding property taxes to homeowners and therefore does not violate
provisions of the Equal Protection Clause codified in the 14th Amendment of the U.S. Constitution.

The City cannot predict whether future challenges to the State’s present system of property tax
assessment will be made, when the ultimate resolution of any challenge will occur or the ultimate
effect any decision holding the State’s present system of property tax assessment unconstitutional
would have on the City’s revenues. One possible outcome of a decision to invalidate Article XIIIA
would be a decrease in the amount of property tax revenues paid to the City.

Article XIIIB of the Cahforma Conshtutlon

Article XIIIB of the Cahforma Constltutlon limits the annual appropnatlons of the State and of any
city, county, school district, authority or other political subdivision of the State to the level of
appropriations for the prior fiscal year, as adjusted for changes in the cost of living, population and
services for which the fiscal responsibility is shifted to or from the governmental entity. The “base
year” for establishing this appropnahons limit is the 1978-79 Fiscal Year and the limit is adjusted
annually to reflect changes in population, consumer prices and certain increases or decreases in the
cost of services provided by these public agencies.

Appropriations of an entity of local government subject to Article XIIIB generally include any
authorizations to expend during a fiscal year the proceeds of taxes levied by or for the entity, exclusive
of certain State subventions, refunds of taxes and benefit payments from retirement, unemployment
insurance and disability insurance funds. “Proceeds of taxes” include, but are not limited to, all tax
revenues, most State subventions and the proceeds to the local government entity from (a) regulatory
licenses, user charges, and user fees (to the extent that such proceeds exceed the cost reasonably borne
by such entity) and (b) the investment of tax revenues. Article XIIIB provides that if a governmental
entxty s revenues in any year exceed the amounts permitted to be spent, the excess must be retumed by
revising tax rates or fee schedules over the subsequent two years.

Article XIIIB does not limit the appropriation of money to pay debt service on indebtedness existing or
authorized as of Ianuary 1, 1979, or for bonded indebtedness approved thereafter by a vote of the
electors of the i 1ssumg entity at an election held for that purpose.

In the June 1990 election, the voters of the State approved Proposition 111, which amended the method
of calculating State and local appropriations limits. Proposition 111 made several changes to Article
XIIIB, three of which are reflected in the City’s annual computation of its appropriation limit. First, the
term “change in the cost of living” was redefined as the change in the California per capita personal
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income (“CPCPI”) from the preceding year. Previously the lower of the CPCPI or the United States
Consumer Price Index was used. Second, the appropriations limit for the fiscal year was recomputed
by adjusting the 1986-1987 limit by the CPCPI for the three subsequent years. Third, Proposition 111
excluded appropriation for “all qualified capital outlay projects, as defined by the Legislature” from
the definition of “appropriations subject to limitation.”

Article XIIIB allows voters to approve a temporary waiver of a government'’s Article XIIIB limit. Such a
waiver is often referred to as a “Gann limit waiver.” The length of any such waiver is limited to four
years. In June 1990, San Diego voters approved a four year increase in the City’s Article XIIIB limit (for
Fiscal Years 1992 through 1995). In the November 1994 election, San Diego voters approved another
four year increase in the City’s Article XIIIB limit (for Fiscal Years 1996 through 1999). The Gann limit
waiver does not provide any additional revenues to the City or allow the City to finance additional
services. At the time of preparing the Fiscal Year 1995-96 Budget, the City calculated its appropriations
limit at $448,603,272. The proposed 1995-96 Fiscal Year Budget included appropriations of $337,532,873
which were subject to the limit. The impact of the appropriations limit on the City’s financial needs in
the future is unknown.

Both Article XIIIA and XIIIB were adopted as measures that qualified for the ballot pursuant to
California’s constitutional initiative process. From time to time other initiative measures could be
adopted, affecting the ability of the City to increase revenues and to increase appropriations.

Statutory Spending Limitations

A statutory initiative (“Proposition 62”) was adopted by the voters of the State at the November 4,
1986 General Election which (a) requires that any tax for general governmental purposes imposed by
local governmental entities be approved by resolution or ordinance adopted by two-thirds vote of the
governmental agency’s legislative body and by a majority of the electorate of the governmental entity,
(b) requires that any special tax (defined as taxes levied for other than general governmental purposes)
imposed by a local governmental entity be approved by a two-thirds vote of the voters within the
jurisdiction, (c) restricts the use of revenues from a special tax to the purposes or for the service for
which the special tax is imposed, (d) prohibits the imposition of ad valorem taxes on real property by
local governmental entities except as permitted by Article XIIIA, (e) prohibits the imposition of
transaction taxes and sales taxes of the sale of real property by local governmental entities and (f)
requires that any tax imposed by a local governmental entity on or after March 1, 1985 be ratified by a
majority vote of the electorate within two years of the adoption of the initiative or be terminated by
November 15, 1988. The requirements imposed by Proposition 62 were recently upheld by the
California Supreme Court in its ruling on Santa Clara County Local Transportation Authority v. Guardino.

The City believes that, notwithstanding the Guardino decision, the provisions of Prop 62 do not apply
to charter cities. The extent of the application of the decision to taxes which were authorized prior to
the date of the decision is also undecided. There is pending in the State Legislature, Senate Bill 1590
(O'Connell) which would add Section 53716 to the California Government Code and provide that the
Guardino decision would not be applicable to or control any tax levied or increased by an ordinance or
resolution adopted before December 14, 1995.

The City cannot predict the outcome of this or other legislation or of any future litigation addressing
this or related issues. The City has effected certain tax increases after the enactment of Proposition 62
in 1986 and pursuant to such increases has collected approximately $83,000,000. The City does not
expect to increase existing taxes or impose new taxes prior to or during Fiscal Year 1997.

In the opinion of the City Attorney, the provisions of Proposition 62 do not apply to charter cities,
although this position is being challenged by various groups, and may be the subject of future
litigation. If ultimately found valid and applicable to charter cities, however, Proposition 62 could
affect the ability of the City to continue the imposition of certain taxes, such as sales and transient
occupancy taxes, and may further restrict the City’s ability to raise revenue.
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Rossi v. Brown

On March 6, 1995 in the case Rossi v. Brown, the State Supreme Court held that an initiative can repeal
a tax ordinance and prohibit the imposition of further such taxes and that the exemption from the
referendum requirements does not apply to initiatives. The City does not expect the Rossi v. Brown
decision to have a material adverse effect on any of the City’s significant revenue sources.

Proposed Initiative

On June 28, 1996, the California Secretary of State announced that an initiative to amend the California
Constitution known as the Right to Vote on Taxes Act (“Jarvis III"”) was certified to appear on the
November 5, 1996 ballot. Jarvis III requires the approval of a majority of voters in the State voting on
the issue to become effective. If so approved by the voters, Jarvis IIl would require majority voter
approval for the imposition, extension or increase of general taxes and 2/3 voter approval for the
imposition, extension or increase of special taxes by a local government, which is defined in Jarvis OI
to include charter cities such as the City. Jarvis III would also provide that any general tax imposed,
extended or increased without voter approval by any local government on or after January 1, 1995 and
prior to November 6, 1996 shall continue to be imposed only if approved by a majority vote in an
election held within two years of November 6, 1996. Finally, Jarvis III limits the application of
assessments, fees and charges and requires them to be submitted to property owners for approval or
rejection, after notice and public hearing.

The City has not imposed, extended or increased any general taxes since January 1, 1995. The City is
unable to predict whether Jarvis Il will be approved by the voters, or whether and to what extent
Jarvis Il may be held to be constitutional. -

LABOR RELATIONS

Most City employees are represented by one of four labor organizations: The American Federation of
State and County Municipal Employees (Local 127), which represents approximately 2,200 employees;
The Municipal Employees Association (the “MEA”) and Unrepresented Employees, which-total
approximately 4,100 employees; The Police Officers Association (the “POA”), which represents
approximately 1,900 employees; and the International Association of Firefighters (Local 145), which
represents approxlmately 825 employees. Except for the POA, all other labor organizations have two
year agreements that expire on June 30, 1997. .

The POA received a 1% salary increase on December 31, 1994, and Local 145 received a 1% increase on
March 25, 1995. The MEA represented employees, Local 127, as well as approximately 450 unclassified
managerial and unrepresented employees, received a 1% increase on June 3, 1995. The MEA and Local
127 have reached an agreement with the City on consecutive 3% increases effective January 1, 1996 and
January 1, 1997. Local 145 has negotiated consecutive 3% increases effective March 1, 1996 and
December 30, 1996. Unable to reach an agreement with the POA, the City Council approved a 3%
increase effective December 1995. The City and the POA reached agreement on a new contract that
provides for a 3% increase effective July 1, 1996, a 2% increase effective July 1, 1997 and another 2%
increase effective January 1, 1998. .

PENSION PLAN

All City full-time employees participate with the full-time employees of the San Diego Unified Port
District in the City Employees’ Retirement System (“CERS”). CERS is a multiple-employer public
employee retirement system that acts as a common investment and administrative agent for the City
and the District. Through various benefit plans, CERS provides retirement benefits to all general and
safety (police and fire) members.
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The CERS plans are structured as defined benefit plans in which benefits are based on salary, length of
service and age. City employees are required to contribute a percentage of their annual salary to CERS.
State legislation requires the City to contribute to CERS at rates determined by actuarial valuations.

The City’s last annual valuation dated June 30, 1995 stated the funding ratio (Net Assets available for
Benefits to Pension Benefit Obligation) of the CERS fund to be 86.8%. However, as there are some on-
going meet and confer items being discussed, the Actuarial Report has not been ratified by the
Retirement Board but is expected to be ratified in the near future. The CERS fund has an Unfunded
Actuarial Accrued Liability (UAAL) of $96.3 million as of June 30, 1995. The UAAL is the difference
between total actuarial accrued liabilities of $1.477 billion and assets allocated to funding of $1.380
billion. The UAAL is amortized over a 30 year period which started July 1, 1991, with each year’s
amortization payment reflected as a portion of the percentage of payroll representing the employer's
contribution rate. As of June 30, 1995, there were 26 years remaining in the amortization period.

INSURANCE, CLAIMS AND LITIGATION

The City is self-insured for its public liability claims exposure and its workers’ compensation, long-
term disability and employee group health coverage. Workers’ compensation, long-term disability,
and employee group health coverage are accounted for in the Self Insurance Fund, which is one of the
City’s Internal Service Funds. For workers’ compensation, disability and health coverage, each
participating fund contributes an amount equal to an actuarial determined rate multiplied by the gross
salaries payable from that fund. The Internal Service Funds have a net fund equity of approximately
$4,839,000 at June 30, 1995. This balance includes a fund equity deficit in the Self Insurance Fund of
approximately $19,745,000 which represents unfunded estimated claims and claim settlements related
to workers’ compensation, long-term disability and certain employee group coverages. It is anticipated
that individual claim settlements will be funded through participating fund contributions subsequent
to the filing of a claim and prior to its settlement.

The City also maintains within the Self Insurance Fund a reserve for public liability claims. The City
participates in the joint purchase of insurance with a number of counties in the County Supervisors
Association of California — Excess Insurance Authority (“CSAC-EIA”). This joint purchase of the City’s
”all risk” property insurance, insuring approximately $750 million of City property, provides

“occurrence form” coverage for any loss to City property up to $200 million per loss, with a $25,000
deductible. There is no sharing of the limits among the City and the member counties unless the loss is
considered one occurrence for policy purposes.

Earthquake coverage is provided on the City Hall building and City “bond financed” locations only, in
the amount of $50 million. No other City structures share in this coverage and it is dedicated only to
City Hall and such “bond financed” structures. This earthquake coverage of $50 million is shared with
the member counties in the CSAC-EIA pool, except for the County of San Diego which purchases its
own earthquake insurance. Depending upon the availability and affordability of such earthquake
insurance, the City may elect not to purchase such coverage in the future.

The City of San Diego is a public agency which is subject to liability for the negligent acts or omissions
of its officers and employees acting within the scope of their duty. The City has a self-insured liability
of $3 million. For liability between $3 to $25 million, the City purchases commercial insurance in
layers, for its public liability exposure. This exposure is governed per California Government Code
Section 900 et seq. The City has incurred total annual claims payments as shown in Table 18.
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Table 18
CITY OF SAN DIEGO
ANNUAL CLAIMS AND INSURANCE
PREMIUM PAYMENTS
Fiscal Years 1991 through 1995

Year Amount

1991 $16,345,235
1992 14,199,042
1993 9,891,182
1994 9,748,684
1995 10,612,520

Source: City of San Diego, Liability Division.

INVESTMENT OF FUNDS

The Treasurer of the City of San Diego, in accordance with the Charter of the City of San Diego, is
responsible for investing the unexpended cash in the Treasurer’s pooled operating investment fund
(the “Pool”). Responsibility for the daily investment of funds in the Pool is delegated to the City’s
Investment Officer. The City is the only participant in the Pool; there are no other Pool participants
either voluntary or involuntary. The investment objectives of the Pool are preservation of capital,
liquidity and return.

Oversight and Reporting Requirements. The City Treasurer provides an investment report on a monthly
basis to the City Manager, the City Auditor and Comptroller and the City Council and annually
presents a statement of investment policy (the “Investment Guidelines”) to the City Manager, the City
Council and the City Manager s Investment Advisory Committee. The Investment Advisory
Committee was established in March 1990 and is comprised of the City Auditor and Comptroller, the
Financial and Technical Services Manager and one investment professional from the private sector.
The Committee is charged with oversight responsibility to review on an on-going basis the investment
policy and practices of the City Treasurer and recommend changes. Investments in the Pool are
audited by an independent firm of certified pubhc accountants as part of the overall audit of the City’s
financial statements.

The City’s investment section utilizes outside services to provide investment portfolio valuations and
accounting and reporting services. The service provides monthly portfolio valuation, investment
performance statistics and other statistical security reports which are distributed to the City Treasurer
accounting section and the City Auditor and Comptroller’s office for review and reconciliation. The
City Treasury accounting section prepares a series of monthly reports, which includes portfolio market
valuation, and distributes these to the Mayor, City Council, City Manager and other officials.

Authorized Investments. Investments in the Pool are governed by State law as well as the Investment
Guidelines. Included among the Investment Guidelines is the power to write call options and put
options on U.S. Treasury and U.S. Agency securities; also included is the power to purchase such call
options and put options. A call option written by the Pool gives to a third party the right to purchase
securities from the Pool at a specific price and a put option written by the Pool gives the right to a
third party to tender securities for sale to the Pool at a specific price. Call options and put options
which are purchased give the Pool the respective rights to acquire securities from, and sell securities
to, a third party at a specific price. The Treasurer has adopted an internal guideline to the effect that
the Pool will not write call options for securities which are not owned by the Pool. The maximum
financial exposure for call options (the prices of the securities covered by call options) is $40 million for
calls being written by the Pool and $40 million for calls being purchased by the Pool. The maximum
exposure permitted for puts being written or purchased by the Pool is $20 million for each.
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In addition, the Investment Guidelines permit the Pool to engage in reverse repurchase transactions.
These entail the sale of securities by the Pool at a specific price and the concurrent agreement to
purchase the same back at a later date at a specific price. The Pool invests proceeds from the sale in
other securities with maturities not later than the date on which the original securities must be
repurchased. For this purpose, the City Treasurer treats securities with variable interest rates as having
maturities equal to the time between interest reset dates. Effective January 1, 1996, California law was
changed to limit the cumulative amount of reverse repurchase transactions to 20% of cash amounts in
the Pool, exclusive of amounts received in reverse repurchase transactions. The Investment Guidelines
reflect this change in law.

The Pool does not engage in securities lending transactions.

Pool Liquidity and Other Characteristics. The Pool is highly liquid. As of April 30, 1996, approximately
14% of the pool investments mature within 60 days, 20% within 90 days and 34% within 180 days (on a
cumulative basis). As of April 30, 1996, the Pool had a weighted average maturity of 1.33 years (487
days) and its weighted yield was 6%. (For purposes of calculating weighted average maturity, the City
Treasurer treats investments in the State-wide Local Agency Investment Fund as maturing within one
day. Duration is a measure of the price volatility of the portfolio which reflects an estimate of the
projected increase or decrease in the value of the portfolio based upon a decrease or increase in interest
rates. The Pool has a duration of 1.3 years, which implies that for every 1% increase in market rates,
the market value of the portfolio would decrease by approximately 1.3%.) The Pool composition is
intended to provide sufficient liquidity to meet disbursement requirements. The composition and
value of investments in the Pool will vary from time to time depending on the cash flow needs of the
City and changes in interest rates. The Pool composition is designed to ensure that sufficient liquid
funds are available to meet disbursement requirements. The composition and value of investments
under management in the City’s Investment Pool will vary from time to time depending on cash flow
needs of the City, maturity or sale of investments, purchase of new securities and fluctuations in
interest rates general.ly -

Table 19 .
CITY OF SAN DIEGO POOLED INVESTMENT FUND
at April 30, 1996
(unaudited)

BookValue ' MarketValue 2% ofTotal[1]
U.S. Treasury Bills and Notes $521,374,066 $522,597,187 52.5%

Federal Agency Securities 171,389,633 170,015,013 17.3%
Medium Term Notes (corp.)[2] 100,152,721 100,140,881 10.1%
Money Market instruments [3) 191,638,437 191,662,876 19.3%
Local Agency Investment Fund . 8.432.313 8432313 0.8%
Total Assets [4] 992,987,170 992,848,270 100.0%
Less: Reverse Repo, Liabil, [5] {54,108.000) {54.108.000)
Net Assets 938,879.17 0,270
(1] Based on Book Value. ‘

[2] Interest rates are reset at intervals ranging from one day to three months.

[3) Commercial paper, negotiable certificates of deposit, term and overnight
repurchase agreements, banker's acceptances, bank notes and thrift notes.

[4] Reflects the investment of proceeds received by the Pool upon the sale
of securities in revenue repurchase transactions. .

[S] The aggregate amount payable by the Pool upon the repurchase of securities
sold by the Pool in reverse repurchase transactions.

Derivatives. As of April 30, 1996, the City’s Investment Pool had less than 5% of its assets invested in
structured notes or derivatives. The City Treasurer defines a derivative as a financial instrument
whose value is derived from an underlying asset, price, index or rate, e.g. options, futures or interest
rate swaps. A structured note is an investment instrument which can contain within its structure
various combinations of derivatives such as imbedded calls and interest rate swaps that will offer
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returns to an investor within a defined set of parameters and interest rate scenarios, e.g. step-ups,
multiple-indexed notes, inverse floaters or leveraged constant maturity notes. The City Treasurer does
not define fixed rate notes, debentures with call features or single index non-leveraged floating rate
notes, e.g. monthly LIBOR plus or minus a spread, as structured notes. The City Treasurer limits
structured notes eligible for purchase to those investments, which at the time of purchase, have no risk
of principal loss if held to maturity and offer an estimated return at purchase sufficiently in excess of a
comparable rate of return on a fixed term investment in the judgment of the City's Investment Officer.
The City Treasurer does not permit the purchase of securities that have a negative amortization of
principal. In addition, recently enacted California law prohibits the purchase of inverse floaters, range
notes or interest only strips that are derived from pools of mortgages.

Reverse Repurchase Agreements. As of April 30, 1996, reverse repurchase agreements (or “reverse repos”)
represented approximately $54 million or 6% of assets in the Pool. The Investment Guidelines require
that all proceeds of a reverse repo be reinvested in securities whose maturity date or coupon reset date
match the maturity on the reverse. The Investment Guidelines limit the use of reverse repurchase
agreements to 20% of the assets of the Pool. The City’s reverse repo program is monitored daily and
reported monthly.

BONDED AND OTHER INDEBTEDNESS

General

The City has never failed to pay principal of or interest on any debt or lease obligation when due.
(However, see discussion on Special Assessment District under “Overlapping Debt and Debt Ratios”
section.) In addition, the City has issued bonds or entered into installment purchase contracts secured
by and payable out of loans and installment sale contracts, in order to provide conduit financing for
single and multi-family housing, industrial development, and 501(c)(3) non-profit corporations. These
bonds and certificates of participation are not secured by City general funds or revenues.

Long-Term Obligations

As of June 30, 1995, the City had $91,970,000 aggregate principal amount of long-term general
obligation bonded indebtedness outstanding and $141,490,000 aggregate principal amount of long-
term general fund lease obligations outstanding. The City has never defaulted on bonded
indebtedness for which it was the real obligor or on lease payment obligations incurred. The following
table is a schedule, by years, of payments required by the City and its oversight entities with respect to
future obligations, as of June 30, 1995.
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Table 20
CITY OF SAN DIEGO
LONG-TERM OBLIGATIONS
Fiscal Year Ended June 30, 1995
(in thousands)
Year General General Enterprise
Ending Obligation Fund Fund
slune 30 Bonds  Commitments Commitments  Total
1996 $8,208 $16,514 $16,318 $41,040
1997 11,603 17,125 16,320 45,048
1998 8,800 15,878 16,317 40,995
1999 8,911 13,652 16,317 38,880
2000 9,894 12,045 16,322 38,261
Thereafter 93.021 143,908 375.334 612,263
Subtotal 140,437 219,122 456,928 816,487
Less Interest  (48.467) (71.632) (214.143) (340.242)
Total $91,970 $141,490 $242,785  $476,246
Principal
General Obiigation Bonds Outstanding
1979-Open Space Park Facility District Refunding $500
1986-Open Space Park Facility District Refunding 3,400
1994-Open Space Park Facility District Refunding 64,260
1991 Public Safety Communications 23.810
Total General Obligation Bonds $91,970
QGeneral Fund Commitments
Certificates of Participations - :
1991-Balboa Park/Mission Bay Park Capital Improvements $11,400
1993-Balboa Parik/Mission Bay Park Capital Improvements 27,250
1991-Misdemeanor Pre-arraignment Detention Facility 6,600
Lease Revenuse Bonds )
1971-Planetarium Authority-Space Theatre and Science Cen 455
1989-City/MTDB Authority for Bayside Trolley Extension . 5,240
1993-City/MTDB Authority for Old Town Trolley Extension 18,640
1994-City/MTDB Authority Refunding-Police CIP and Baysid¢ 65,685
1994-Stadium Authority Refunding 8220
Total General Fund Commitments $141,490
Enterprise Fund Commitments’ ‘
Revenue Bonds - -
1993-Public Facflities Fin. Auth.-Sewer System Upgrades - $242.785
Total Enterprise Fund Commitments ' $242,785
Source: City of San Diego, Comprehensive Annual Financial Report.

Prior-Years’ Defeasance of Debt

In prior years, the City, the Redevelopment Agency of the City of San Diego, the Open Space Park
Facilities District No. 1, and the San Diego Stadium Authority defeased certain general obligation and
other bonds by placing the proceeds of the refunding bonds in an irrevocable trust to provide for all
future debt service payments on the old bonds, through the applicable redemption dates or maturity.
Accordingly, the trust account assets and the liability for the defeased bonds are not included in the
City’s financial statements. As of June 30, 1995, $155,380,000 of defeased bonds, including those
defeased in prior years, are still outstanding.

Short-Term Borrowings
The City has issued tax anticipation notes since the mid-1960’s (except for Fiscal Year 1978-79) to cure
periodic General Fund cash flow deficits. As a result of a tax law change that allowed funding of a

working capital advance, the amount issued in Fiscal Years 1993 and 1994 increased substantially over
prior years. The table below presents a 10-year history of the City’s temporary borrowings.

A-28



Table 21
CITY OF SAN DIEGO
SHORT-TERM BORROWINGS
Flscal Years Ended June 30, 1988 through 1997
Fiscal Year
Ending June 30 Amount
1988 $5,000,000
1989 28,000,000
1990 40,000,000
1991 49,000,000
1992 57,000,000
1993 102,000,000
1994 100,500,000
1995 68,000,000
1986 53,000,000
1997 73,500,000
Source: City of San Diego

Lease Obligations

The City has entered into various lease arrangements under which the City must make annual
payments to occupy public buildings necessary for City operations. The table below is a schedule by
years of future minimum rental payments required under such leases entered into by the City that
have initial or remaining noncancellable lease terms in excess of one year, as of June 30, 1995.

Table 22
: "CITY OF SAN DIEGO
FUTURE MINIMUM RENTAL PAYMENTS
GENERAL FUND OBLIGATIONS

Fiscal Year
Amount
1996 $5,077,000
1997 4,979,000
1998 4,854,000
1999 4,852,000
2000 4,781,000
Thereafter 15.212.000
Total minimum payments $39,755,000

Sourcs: City of San Diego, Comprehensive Annual Financial Report
and City Real Estate Assets Department.

Recent Financings

The Public Facilities Financing Authority of the City of San Diego issued $350,000,000 of Sewer
Revenue Bonds, Series 1995, in December 1995 to finance the City’s Wastewater Capital Improvements
Program. Since June 30, 1996, the City of San Diego issued $73,500,000 of Tax Anticipation Notes
(1996-97) to finance seasonal cash flow requirements of the City of San Diego during the Fiscal Year
1997.

Prospective Financings
In Fiscal Year 1997, the City has issued or intends to issue or cause the execution and delivery of the
following: (i) $33,430,000 of Certificates of Participation (Balboa Park and Mission Bay Capital

Improvements Program) Series 1996A, (ii) $11,720,000 of Refunding Certificates of Participation
(Balboa Park and Mission Bay Capital Improvements Program, Series 1991) Series 1996B,
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(iii) approximately $60,000,000 of Lease Revenue Bonds to fund improvements to the San Diego Jack
Murphy Stadium, (iv) up to $205,000,000 of Lease Revenue Bonds to fund the expansion of the San
Diego Convention Center, (v) approximately $40,000,000 of Lease Revenue Bonds to fund the
construction of a new main library in downtown San Diego and (vi) up to $250,000,000 of Sewer
Revenue Bonds to finance the City’s Wastewater Capital Improvements Program. The issues described
in clauses (iii) and (iv) above are subject to resolution to the City’s satisfaction of pending litigation
involving the City’s authority to issue the obligations.

Overlapping Debt and Debt Ratios

The City contains numerous school districts and special purpose districts, such as for water and
sanitation, many of which have issued general obligation bonds. A statement of overlapping debt is
presented below. Some of the issues may be payable from self-supporting enterprises or revenue
sources other than property taxation. Revenue bonds, tax allocation bonds and special assessment
bonds are not included in the tabulation; lease revenue obligations payable from the City General
Fund or equivalent sources are included.

From time to time, the City issues special assessment district bonds on behalf of developers. These
bonds are secured by property owner assessments. The City issued $24.1 million in improvement
bonds on July 9, 1987 for Assessment District No. 4007, also known as the First San Diego River
Improvement Project. The proceeds were used to finance flood control improvements near the San
Diego Jack Murphy Stadium. On March 2, 1995, due to the delinquency of several parcels responsible
for nearly 50% of the debt service, sufficient monies were not available to make the debt service
payment. Even though the City was not obligated to make debt service payments, the City took
proactive measures to protect the Assessment District bond holders. Due to the steps taken by the City
to mitigate the impact to holders, all current delinquencies were cured for the First San Diego River
Improvement Project Bonds on September 2, 1995. Approximately $10 million of such bonds remain
outstanding and there are currently no delinquent assessments in Assessment District No. 4007.

The table below presents a statement of direct and overlapping bonded debt of the City as of June 30,
1996.
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CITY OF SAN DIEGO
STATEMENT OF DIRECT AND OVERLAPPING BONDED DEBT
as of June 30, 1996

1995-96 Assessed Valuation: $63,605,439,042 (after deducting $1,747,670,842 redevelopment incremental valuation)

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT % Applicable Debt 6/30/96
San Diego County Water Authority 49.118 $5,569,982
Metropol Water District 7.922 47,919,782
Escondido and San Pasqual Union School Districts .004-7.593 6,774
San Diego Unified School District Lease Tax Obligations 99.889 360,199,734
City of San Diego 100 22,980,000
City of San Diego 1915 Act Bonds 100 81,195,000
San Diego Open Space Park Facilities District No. 1 100 66,110,000
San Diego Community Facilities District No. 1 100 54,435,000
Palomar Pomerado Hospital District 34.086 289,731
Olivenhain Municipal Water District, 1.D. No. 3 1.257 691
Olivenhain Municipal Water District, I.D. No. 4 17.621 22,907
Otal%lMunlcipal Water District, 1.D. No. 7 89.659 67,244
North City West School District Community Facilities District 100 45,600,000
Poway Unified School District Community Facilities District No. 1 100
TOTAL GROSS DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $691,826,845
Less: San Diego Open Space Park and Facilities District No. 1 (100% self-supporting)
TOTAL NET DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $625,716,845
DIBECT AND OVERLAPPING LEASE OBLIGATION DEBT
San Diego County General Fund Obligations 47.278 $211,962,876
San Diego County Pension Obligaﬁons 47.278 203,498,695
San Diego Community College District General Fund Obligations 99.889 20,137,622
Poway Unified School District Certificates of Participation 78.130 2,689,489
San Diego Unified School District General Fund Obligations 99.889 56,057,707
San Dieguito Union High School District Certificates of Participation 23.111 ,933,941
South Bay Union School District Certificates of Participation 61.939 4,084,877
Other School, High School and Community College District COPs . various 6,108,590
City of San Diego Stadium Authority - ! 100 11,985,000
City of San Diego Planetarium Authorzliy K -t . 100 235,000
City of San Diego Certificates of Participation and MTDB Authority - 100 128,680,000
Otay Municipal Water District Certificates of Participation 6.917
TOTAL GROSS OVERLAPPING LEASE OBLIGATION DEBT $649,348,402
Less: San Diego Stadium Authority (100% self-supporting) (11,985,000
Less: City of San Diego Planetarium Authority (100% self-supporting) 235,000
Less: Otay Municipal Water District Certificates of Participation 974,605
Less: Grossmont Union High School District (100% self-supporting from tax increment)
TOTAL NET OVERLAPPING LEASE OBLIGATION DEBT $636,086,035
GROSS COMBINED TOTAL DEBT [1) $1,341,175,247
NET COMBINED TOTAL DEBT $1,261,802,880
[1) Excl. tax & rev. anticipation notes, rev., mortgage rev. & tax allocation bonds & non-bonded capital lease oblig.
Ratios to Assessed Valuation
Direct Debt ($22,980,000): .04%
Gross Combined Direct Debt ($229,990,000){2): 36%
Net Combined Direct Debt ($151,660,000): 24%
Tot. Gross Dir. & Overlarpiqlg Tax & Assmt. Debt: 1.09%
Tot. Net Dir. & Overlapping Tax & Assmt. Debt: 98%
Gross Combined Total Debt: 2.11%
Net Combined Total Debt: 1.98%
(2) City: $22,980,000

City Authorities and Certificates of Participation: 140,900,000

San Diego Open Space Park Facilities District No. 1: 66,110,000

$229,990,000

Metropolitan Water District: $3,961,000
Chula Vista School District: $60,810
Del Mar Union School District: $68,093
Santee School District: $1,207
Penasquitos Sewer District: $5,500,000

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/95: $10,270,179
Source: California Municipal Statistics, Inc.
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APPENDIX B
BOOK-ENTRY-ONLY SYSTEM

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC’S BOOK-ENTRY-ONLY
SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE CITY BELIEVES TO BE RELIABLE,
BUT THE CITY TAKES NO RESPONSIBILITY FOR THE ACCURACY OR COMPLETENESS
THEREOF. THE BENEFICIAL OWNERS (AS HEREINAFTER DEFINED) SHOULD CONFIRM THE
FOLLOWING INFORMATION WITH DTC OR THE DTC PARTICIPANTS.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
Certificates. The Certificates will be issued as fully-registered securities registered in the name of Cede
& Co. (DTC's partnership nominee). One fully-registered certificate will be issued for each maturity of
each series of the Certificates in the aggregate principal amount of such maturity, and will be
deposited with DTC. If, however, the aggregate principal amount of any series exceeds $150 million,
one certificate will be issued with respect to each $150 million of principal amount and an additional
certificate will be issued with respect to any remaining principal amount of such issue.

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve
System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and
a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act
of 1934. DTC holds securities that its participants (“Participants”) deposit with DTC. DTC also
facilitates the settlement among Participants of securities transactions, such as transfers and pledges, in
deposited securities through electronic computerized book-entry changes in Participants’ accounts, -
thereby eliminating the need for physical movement of securities certificates. Direct Participants
include securities brokers and dealers, banks, trust companies, clearing corporations, and certain other
organizations. DTC is owned by a number of its Direct Participants and by the New York Stock
Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities Dealers,
Inc. Access to the DTC system is also available to other such as securities brokers and dealers, banks,
and trust companies that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants”). Direct and Indirect Participants may be jointly
referred to herein as “Participants.” The Rules applicable to DTC and Participants are on file with the
Securities and Exchange Commission.

Purchases of the Certificates under the DTC system must by made by or through Direct Participants,
which will receive a credit for the Certificates on DTC's records. The ownership interest of each actual
purchaser of each certificate (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase, but Beneficial Owners are expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in
the Certificates are to be accomplished by entries made on the books of Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interest
in Certificates, except in the event that use of the book-entry system for the Certificates is
discontinued.

To facilitate subsequent transfers, all Certificates deposited by Direct Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co. The deposit of Certificates with
DTC and their registration in the name of Cede & Co. effect no change in beneficial ownership. DTC
has no knowledge of the actual Beneficial Owners of the Certificates; DTC's records reflect only the
identity of the Direct Participants to whose accounts such Certificates are credited, which may or may
not be the Beneficial Owners. The Participants will remain responsible for keeping account of their
holdings on behalf of their customers.
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Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants
to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will
be governed by arrangements among them, subject to any statutory or regulatory requirements as may
be in effect from time to time.

Redemption notices shall be sent to Cede & Co. If less than all of the Certificates within a series are
being redeemed, DTC's practice is to determine by lot the amount of interest of each Direct Participant
in such series to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to Certificates. Under its usual
procedures, DTC mails an omnibus proxy (the “Omnibus Proxy”) to the City as soon as possible after
the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts the Certificates are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Principal and interest payments on the Certificates will be made to DTC. DTC’s practice is to credit
Direct Participants’ accounts on the payable date in accordance with their respective holdings shown
on DTC's records unless DTC has reason to believe that it will not receive payment on the payable
date. Payments by Participants to Beneficial Owners will be governed by standing instructions and
customary practices, as is the case with Certificates held for the accounts of customers in bearer form
or registered in “street name”, and will be the responsibility of such Participant and not of DTC, or the
City, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of principal and interest to DTC is the responsibility of the City, disbursement of such
payments to Direct Participants shall be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Certificates at
any time by giving reasonable notice to the City. Under such circumstances, in the event that a
successor securities depository is not obtained, certificates are required to be printed and delivered.

The City may decide to discontinue use of the system of book-entry transfers through DTC (or a
siccessor securities depository). In that event, certificates will be printed and delivered.

So long as Cede & Co. is the registered owner of the Certlﬁcates, as nominee of DTC, references herein
to the owners, holders or holders of the Certificates (other than under the caption “Tax Exemption” in
the Official Statement to which this Appendix is attached) shall mean Cede & Co. and shall not mean
the beneficial owners of the Certificates.

THE CITY WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO DTC PARTICIPANTS,
OR TO ANY BENEFICIAL OWNER WITH RESPECT TO (i) THE ACCURACY OF ANY RECORDS
MAINTAINED BY DTC OR ANY DTC PARTICIPANT, (ii) THE DELIVERY OF ANY NOTICE THAT
IS PERMITTED OR REQUIRED TO BE GIVEN TO THE OWNERS OF THE CERTIFICATES UNDER
THE DECLARATION OF TRUST; (iii) THE PAYMENT BY DTC OR ANY DTC PARTICIPANT OF
ANY AMOUNT WITH RESPECT TO THE PRINCIPAL OR INTEREST DUE WITH RESPECT TO THE
CERTIFICATES; (iv) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS THE
OWNER OF CERTIFICATES; OR (v) ANY OTHER MATTER.

THE CITY, AS LONG AS A BOOK-ENTRY-ONLY SYSTEM IS USED FOR THE CERTIFICATES, WILL
SEND ANY NOTICES ONLY TO DTC. ANY FAILURE OF DTC TO ADVISE ANY DTC
PARTICIPANT, OR OF ANY DTC PARTICIPANT TO NOTIFY ANY BENEFICIAL OWNER OF ANY
NOTICE AND ITS CONTENT OR EFFECT, WILL NOT AFFECT THE VALIDITY OR SUFFICIENCY
OF THE PROCEEDINGS RELATING TO ANY ACTION PREMISED ON SUCH NOTICE.
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APPENDIX C

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS

The following is a summary of certain provisions of the Trust Agreement, the Facilities Lease, the Site and
Facilities Lease and the Assignment Agreement. This summary does not purport to be a complete statement of said
terms and provisions and prospective purchases of the Certificates are referred to the complete texts of said
documents, copies of which are available upon from the office of the Trustee.

DEFINITIONS

"Additional Rent" shall mean any amount payable by the City under the terms of the Facilities Lease, other
than a Lease Payment.

"Assignment Agreement" shall mean that certain Assignment Agreement, dated as of August 1, 1996, by
and between the Corporation and the Trustee, pursuant to which the Corporation assigns certain rights to the Trustee
for the benefit of the Owners of the Certificates as originally executed or as it is from time to time supplemented,
modified or amended. : .

"Business Day" means a day other than (i) a Saturday ‘or Sunday or (ii) a day on which commercial banks
in the city in which the Trustee maintains its Corporate Trust Office are authorized or required by law or executive
order to close or (iii) a day on which the New York Stock Exchange is closed.

"City" shall mean the City of San Diego, California.

"Code"” means the Internal Revenue Code of 1986, and the regulations issued thereunder, as the same may
be amended from time to time, and any successor provisions of law. Reference to a particular section of the Code
shall be deemed to be a reference to any successor to any such section.

"Corporation" shall mean the San Diego Facilities and Equipment Leasing Corporation.

"Cost" shall mean with respect to each component of the Project, and whether incurred prior to or after the
date of the Facilities Lease, all costs of acquisition, design, construction, installation, placing in use or operation or
financing or refinancing of such component of the Project, including, but not limited to, (i) administrative costs and
capital expenditures relating to acquisition, construction, installation, placing in use or operation or financing,
inspection costs, filing and recording costs, printing costs, reproduction and binding costs, fees and charges of the
Trustee and its Counsel pursuant to the Trust Agreement, costs of financing documents, legal fees and charges,
financial, accounting and other professional consultant fees, costs of rating agencies or credit ratings, required
payments to the Rebate Fund and fees for the printing, execution, transportation and safekeeping of the Certificates;
(ii) all other costs which the City or the Corporation shall be required to pay under the terms of any contract or
contracts for the acquisition, construction, installation, placing in use or operation or financing of such component
of the Project, including, but not limited to the cost of insurance; (iii) such other expenses not specified herein as
may be necessary for or incidental to any of the foregoing; and (iv) any sums required to reimburse the City or the
Corporation for advances made for any of the above items. Cost as defined herein shall also include the cost and
expenses incurred by any agent of the City or the Corporation on any of the above items.

"Escrow Agreement"” means that certain Escrow Agreement, dated as of August 1, 1996, between the City
and First Trust of California, National Association, as escrow agent thereunder.

"Event of Default" means any of the events of default under the Lease.



"Facilities" shall mean the real property constituting the Site, and the improvements thereon, which have
been leased to the Corporation pursuant to the Site and Facilities Lease and that are to be leased by the Corporation
back to the City as provided herein. .

"Facilities Lease" means the Facilities Lease, dated as of August 1, 1996, between the City and the
Corporation, as originally executed or as it is from time to time supplemented, modified or amended.

"Fiscal Year" shall mean the twelve month fiscal period of the City which commences on July 1 in every
year and ends on June 30 of the succeeding year. -

"Force Majeure" means (i) acts of God, (ji) strikes, boycotts or like obstructive actions by employee or labor
organizations, (iii) war, hostilities or declarations of a state and/or national emergency, or (iv) orders or restraints
of any kind imposed by government action or authority which have not been brought about as the result of legislation
or litigation initiated by any political party.

"Government Obligations" means any of the following which are noncallable by the issuer thereof and which
at the time of investment are legal investments under the laws of the State for the moneys proposed to be invested
therein: .

i - direct general obligations of, or obligaticns the payment of the principal of and interest
on which are unconditionally guaranteed by, the United States of America;

(i) .bonds, debentures or notes issued by any of the following Federal Agencies: Bank for
. Cooperatlves, Federal Land Banks, .Federal Fmancmg Bank, or Federal National Mortgage Association
(including Participation Certificates);

(iii) Public Housing Bonds, 'i‘emporary Notes or Preliminary Loan Notes, fully secured by
contracts with the United States of Amenca, and

. (lV) bonds debentures or notes lssued by any Federal agency hereaﬁer created by an act of

Congress, the payment of the principal of and interest on which are unconditionally guaranteed by the

United States of America.

"Information Services” shall mean Financial Information, Inc.’s "Daily Called Bond Service," 30
Montgomery, Street, , 10th Floor, Jersey City, New Jersey 07302, Attention: Editor; Kenny Information Services,
"Called Bond Service," 65 Broadway, 16th Floor, New York, New York 10006; Moody’s Municipal and
Government, 99 Church Street, 8th Floor, New York, New York 10007, Attention: Municipal News Reports; and
Standard & Poor’s "Called Bond Record," 25 Broadway, 3rd Floor, New York, New York 10004; or to such other
addresses and/or such other services provxdmg information with respect to called bonds as the City may designate.

"Insurance Proceeds" shall mean any insurance or condemnation proceeds pald with respect to the Facilities,
remalmng after payment therefrom of all expenses incurred in the collection thereof; and, with respect to insurance,
if and at such time as the City elects to provide self-insurance under the Facilities Lease, any moneys payable from
any self-insurance fund of the City.

"Interest Component" shall mean any Lease Payment, or portion thereof, which is designated and paid as
interest pursuant to the terms of the Facilities Lease; the Interest Component of a Certificate is the proportionate
interest in the Interest Component of the Lease Payments which is evidenced and represented by such Certificate.

"Interest Component Payment Date" shall mean November 1 and May 1 of each year beginning November
1, 1996 and ending on the maturity date of the Certificates. -

"Interest Period" shall mean each six-month period ending on October 30 and April 30 of each year.
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"Lease Payments" shall mean all payments made by the City to the Corporation under the Facilities Lease,
excluding Additional Rent.

"Lease Payment Account" shall mean the Lease Payment Account established pursuant to the Trust
Agreement.

"Lease Payment Dates" shall mean the dates on which the Lease Payments are required to be made as
provided in the Facilities Lease.

"1991 Certificates" means the Certificates of Participation (Balboa Park and Mission Bay Park Improvements
Program) Series 1991, executed and delivered pursuant to the 1991 Trust Agreement.

"1991 Facilities Lease” means the Facilities Lease, dated as of July 15, 1991, by and between the City and
the Corporation.

"1991 Project" means the capital improvements acquired, constructed and installed with proceeds of the 1991
Certificates.

"1991 Reserve Account” means the Reserve Account established pursuant to the 1991 Trust Agreement.

"199] Site Lease" means the Site and Facilities Lease, dated as of July 15, 1991, by and between the
Corporation and the City.

"1991 Trust Agreement” means the Trust Agreement, dated as of July 15, 1991, by and among the City,
the Corporation and First Trust of California, National Association (as successor in interest to Bank of America
National Trust and Savings Association), as trustee.

"1991 Trustee" means First Trust of California, National Association (as successor in interest to Bank of
America National Trust and Savings Association), as trustee under the 1991 Trust Agreement for the benefit of the
1991 Certificate Owners.

"Outstanding,” when used with reference to Certificates, shall mean, as of any date, Certificates theretofore
or thereupon prepared executed and delivered under the Trust Agreement except:

(a) Certificates cancelled by the Trustee or delivered to the Trustee for cancellatlon at or prior
to such date;

®) Certificates (or portions of Certificates) deemed paid pursuant to provisions of the Trust
Agreement; and :

(©) Certificates in lieu of or in substitution for which other Certificates shall have been
prepared, executed and delivered pursuant to Article III of the Trust.

"Permitted Investments" means, as to any funds held by the Trustee, any of the following to the extent then
permitted by the general laws of the State of California applicable to investments by cities:

4)) United States Treasury notes, bonds, bills, or certificates of indebtedness, or those for which the
faith and credit of the United States are pledged for the payment of principal and interest;

) Obligations issued by banks for cooperatives, federal land banks, federal intermediate credit banks,
federal home loan banks, the Federal Farm Credit Bank, the Federal Home Loan Bank Board or the Tennessee Valley
Authority, or obligations, participations or other instruments of or issued by, or fully guaranteed as to principal and
interest by, the Federal National Mortgage Association, or guaranteed portions of Small Business Administration
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notes, or obligations, participations, or other instruments of or issued by, or fully guaranteed as to principal and
interest by, the Federal National Mortgage Association;

€)) Time certificates of deposit or negotiable certificates of deposit or time or demand deposits issued
by a state or nationally chartered bank, including the Trustee and its affiliates, or a state or national savings and loan
association, provided that such certificates of deposit or deposits shall be (i) continuously and fully insured by the
Federal Deposit Insurance Corporation or (ii) issued by any bank, including the Trustee and its affiliates or trust
company organized or licensed under the laws of any state of the United States, or any California banking
corporation (including the Trustee), which is rated, or the long-term indebtedness of which is rated, within the two
highest rating categories by S&P and Moody’s;

@ Repurchase agreements collateralized by any one or more of the securities described in clauses (1)
and (2) with any registered broker/dealer subject to the Securities Investors’ Protection Corporation jurisdiction and
recognized as a primary dealer by the Federal Reserve Bank of New York if such broker/dealer or bank or the
holding company or other controlling corporation of such broker/dealer or bank has an uninsured, unsecured and
unguaranteed obligation rated "Prime 1" or "Aa" by Moody’s and "A-1+" or "AA" or better by S&P’s, provided:

(a) a master repurchase agreement or specific written repurchase agreement governs the
transaction; and

() the securities are held by the Trustee or an independent third party acting solely as agent
for the Trustee free and clear of any lien, and (i) such third party is (A) a Federal Reserve Bank, or (B) a
bank which is a member of the Federal Deposit Insurance Corporation and which has combined capital,
surplus and undivided profits of not less than $25 million, and (ii) the Trustee shall have received written
confirmation from such third party that it holds such securities, free of any lien, as agent for the Trustee;
and

(c) a perfected first security interest under the Uniform Commercial Code, or book entry
procedures prescribed at 31 C.F.R. 306.1 et seq. or 31 C.F.R. 350.0 et seq. in such securities is created for
the benefit of the Trustee;

(Y] the repurchase agreement has a term of thirty (30) days or less, or the Trustee will value
the collateral securities no less frequently than weekly and will liquidate the collateral securities if any
deficiency in the required collateral percentage is not restored within two Business Days of such valuation;

(e) the fair market value of the securities in relation to the amount of the repurchase
obligation, including principal and interest, is equal to at least 102%;

® the maximum maturity of the collateral securities is limited to seven years; and

® such repurchase agreements shall not have as collateral securities structured notes or notes
with zero coupon or notes that contain negative amortization. ‘

) Bonds, notes, warrants or other evidence of indebtedness of the State of California or of any
political subdivision or public agency thereof which are rated in the highest short-term or the two highest long-term
rating categories by Moody’s and S&P;

) Investments in taxable government money market portfolios, including those of the Trustee and
its affiliates, restricted to obligations maturing in one year or less issued or guaranteed as to payment of principal
and interest by the full faith and credit of the United States of America and rated in the two highest long-term
categories by S&P and Moody’s;
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Q) Any investment agreement with any bank, trust company or primary dealer having a combined
capital and surplus of at least $500,000,000 rated in the two highest long-term categories with notice to S&P and
Moody’s; and

3 Investments in the State of California Local Agency Investment Fund or the City of San Diego
Pooled Bond Investment Fund or Pooled Operating Investment Fund, to the extent permitted by law and approved
in writing by S&P and Moody’s.

"Permitted Encumbrances" shall mean, with respect to the Facilities, as of any particular time, (i) to the
extent in effect on the Delivery Date, the existing interests of the City to the related site, (ii) the Site and Facilities
Lease, (iii) the Facilities Lease, (iv) the Trustee’s and the Corporation’s interests in the Facilities, (v) any right or
claim of any mechanic, laborer, materialman, supplier or vendor filed or perfected in the manner prescribed by law,
(vi) liens for taxes and assessments not then delinquent, (vii) utility, access and other easements and rights of way,
restrictions and exceptions existing on the Delivery Date that an Authorized City Representative certifies will not
interfere with or impair the use intended to be made of the Facilities and as to the existence of which the original
purchaser of the Certificates consents in writing, (viii) covenants, conditions or restrictions or liens of record relating
to the Facilities and existing on the Delivery Date, and (ix) such minor defects, irregularities, encumbrances and
clouds on title as normally exist with respect to property similar in character to the Facilities and as do not materially
impair the use intended to be made of property affected thereby as exist on the Delivery Date.

"Principal Component” shall mean with respect to a Lease Payment, the portion thereof which is designated
and paid as principal pursuant to the terms of the Facilities Lease; the Principal Component of a Certificate is the
proportionate interest in the Principal Component of the Lease Payments which is evidenced by such Certificate.

"Principal Component Payment Date" shall mean November 1 of each year (beginning November 1, 1996
and ending on the maturity date of the Certificates).

"Rating Agency" shall mean Moody’s or S&P and their successors and assigns. If either such corporation
ceases to act as securities rating agency, the City may appoint any nationally recognized securities rating agency as
a replacement. : .

"Rebate Fund" shall mean the Rebate Fund created pursuant to the Trust Agreement.
"Reserve Account” shall mean the Reserve Account created pursuant to the Trust Agreement.

. “Reserve Requirement” means the least of (i) an amount equal to the maximum amount of Lease Payments
due on the fifth Business Day preceding any November 1 and the next preceding May 1 with respect to Outstanding
Certificates and Additional Certificates, (ii) an amount equal to 10% of the proceeds (within the meaning of Section
148 of the Code) of all Certificates and Additional Certificates then Outstanding, or (iii) an amount equal to 125%
of the average annual Lease Payments due with respect to Outstanding Certificates and Additional Certificates.

"Reserve Rent" shall mean, with respect.to the Facilities, the amount, if any, by which the fair market rental
of the Facilities for any period exceeds the amount of the Lease Payment for such period.

"Securities Depositories” means The Depository Trust Company, 711 Stewart Avenue, Garden City, New
York 11530, Fax-(516) 227-4039 or 4190; Midwest Securities Trust Company, Capital Structures - Call Notification,
440 South LaSalle Street, Chicago, Illinois 60605, Fax-(312) 663-2343; Philadelphia Depository Trust Company,
Reorganization Division, 1900 Market Street, Philadelphia, Pennsylvania 19103, Attention: Bond Department, Dex-
(215) 496-5058; or to such other addresses and/or such other securities depositories as the City may designate.

"Site and Facilities Lease" shall mean the Site and Facilities Lease, dated as of August 1, 1996, by and

between the City and the Corporation, as originally executed or as it is from time to time supplemented, modified
or amended.
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"Site" means the parcels of land described in Exhibit A of the Site and Facilities Lease.

"Tax Certificate" means the certificate by that name to be executed by the City on a Delivery Date to
establish certain facts and expectations and which contains certain covenants relevant to compliance with the Code.

"Trust Agreement” shall mean the Trust Agreement, dated as of August 1, 1996, among the City, BNY
Western Trust Company, as Trustee, and the Corporation, as originally executed and entered into and as it is from
time to time supplemented, modified or amended.

"Trust Estate" means all estate, right, title and interest of the Trustee in and to the Lease Payments to be
made by the City to the Corporation pursuant to the Facilities Lease and all rights to enforce the Lease Payments
under the Facilities Lease, including, without limitation all amounts from time to time deposited in the funds,
accounts and subaccounts created pursuant to the Trust Agreement and, subject to provisions of the Trust Agreement,
investment earnings thereon.,

THE FACILITIES LEASE

Lease of Facilities. The Corporation leases to the City and the City leases from the Corporation, the
Facilities on the terms and conditions set forth in the Facilities Lease. All leasehold rights granted to the City by
the Corporation under the Facilities Lease will vest in the City without any further action on the part of the
Corporation. The City acknowledges and accepts the assignment by the Corporation of its rights to the Lease
Payments to the Trustee under the Trust Agreement.

Term. The term of the Facilities Lease will begin on August 15, 1996, or the date the Facilities Lease is
recorded, whichever is later, and will terminate on November 1, 2021 or upon the earliest of any of the following
events: (i) the occurrence of an Event of Default under the Facilities Lease; (ii) the payment by the City of all
remaining - Lease Payments and all other amounts owed under the Facilities Lease and the retirement of all
Certificates; or (iii) all Certificates have been paid or deemed paid in accordance with the Trust Agreement. The
City shall have the right to occupy and use the Facilities during the term of the Facilities Lease.

The City’s Liability. The City assumes liability for all risks of loss during the acquisition, construction and
installation of each item of the Project.

Possessnon and Enjoyment. During the term of the Faclhtles Lease the City will peaceably and quietly have
and hold and enjoy the Facilities, without suit, interference or hmdrance from the Corporation, except as expressly
set forth in the Facilities Lease.

Additions and Improvements. The City will have the right to make any additions or improvements to the
Facilities, to attach fixtures, structures or signs, and to affix any personal property to the improvements on the
property, provided the use of the Facilities for the purposes contemplated in the Facilities Lease is not materially
impaired and that the fair market rental value of the Facilities so affected will not be materially reduced. The City
or its designee will have the right in its discretion and without the approval of the Corporation to acquire, construct,
install and provide for the financing of additional improvements and facilities with respect to the Facilities. In the
event the City at any time during the term of the Facilities Lease cause any improvements to the Facilities to be
constructed or materials to be supplied in or upon or attached to the Facilities, the City will pay or cause to be paid
when due all sums of money that may become due or purporting to be due for any labor, services, materials, supplies
or equipment furnished or alleged to have been furnished to or for the City in, upon, about or relating to the
Facilities and will keep the Facilities free of any and all liens against the Facilities. In the event any such lien
attaches to or is filed against the Facilities, the City will cause each such lien to be fully discharged and released at
the time the performance of any obligation secured by any such lien matures or becomes due, except that if the City
desires to contest any such lien it may do so. If any such lien is reduced to final judgment and such judgment or
any process as may be issued for the enforcement thereof is not promptly stayed, or if so stayed and such stay
thereafter expires, the City will forthwith pay and discharge or cause to be paid and discharged such judgment. The
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City, to the maximum extent permitted by law, will indemnify and hold the Corporation and its members, officers
and employees harmless from, and defend each of them against, any claim, demand, loss, damage, liability or
expense (including attomneys’ fees) as a result of any such lien or claim of lien against the Facilities.

Substitution of Prog' erty. Under the Facilities the City will have the option at any time to substitute other
land, facilities and improvements (a "Substitute Property") for any property described in the Site and Facilities Lease
or any portion thereof (a "Former Property"), provided that the City satisfies certain conditions precedent to such
substitution:

The City files with the Corporation and the Trustee and cause to be recorded an amended Exhibit A to the
Site and Facilities Lease which adds thereto a description of such Substitute Property and deletes therefrom the
description of such Former Property in the form of the Supplement attached to the Facilities Lease; (b) The City
certifies in writing to the Corporation and the Trustee that the estimated fair market value, according to an
independent MAI appraisal performed by an appraiser reasonably acceptable to the City and not objected to by the
Trustee, of such Substitute Property are at least equal to the principal amount of the Certificates then Outstanding;
(c) The City certifies in writing to the Corporation and the Trustee that such Substitute Property serves the public
purposes of the City and constitutes property which the City is permitted to lease under the laws of the State of
California and the Charter of the City; (d) the City certifies in writing to the Corporation and the Trustee that the
estimated useful life of such Substitute Property at least extends to the date on which the final Lease Payment
becomes due and'payable; (e) such Substitution does not cause the City to violate any of its covenants,
representatlons and warranties made herein or in the Trust Agreement; and (f) the City gives written notice to the
Rating Agencies upon such Substitution.

From and after the date on which all of the foregoing conditions precedent to such substitution are satisfied,
the term of the Facilities Lease will cease with respect to the Former Property and be continued with respect to the
Substitute Property, and all references to the Former Property will apply with full force and effect to the Substitute
Property, The City will not be entitled to any reduction, diminution, extension or other modification of the Lease
Payments whatsoever as a result of such substitution.

Payment of Lease Paments, Reserve Rent, Fees and Expenses and Additional Ren

@e Payx_nents The City will pay Lease Payments, for the use and occupancy of the Facilities, and the
continued quiet use and occupancy of the Facilities, in the respective amounts shown in the Facilities Lease, in lawful
money of the United States of America, to the Corporation on the Lease Payment Dates on the terms and conditions
herein provided. Lease Payments are composed of Interest Components and Principal Components Interest
Components are computed on the basis of a 360-day year of twelve 30-day months. .

Payment Dates. Lease Payments, which shall be denominated into Principal Components and Interest
Components, shall become due and payable on or before the fifth Business Day preceding each Pnncxpal Component
Payment Date or Interest Component Payment Date, as the case may be.

: Reserve Rent. If (i) Lease Payments have been abated pursuant,- and (ii) funds have been withdrawn from
the Reserve Account in order to pay Interest Components or Principal Components, and (iii) Lease Payments have
been resumed and the amount of such Lease Payments is, according to an independent MAI appraisal performed by
an appraiser reasonably acceptable to the City and not objected to by the Trustee and in a form reasonably acceptable
to the City and not objected to by the Trustee, less than the fair market renta! of the Facilities, and (iv) the amount
on deposit in the Reserve Account is less than the Reserve Requirement, then the City shall pay Reserve Rent on
each Lease Payment Date until the amount on deposit in the Reserve Account equals the Reserve Requirement.

Additional Rent. The City will pay, as Additional Rent, the fees and expenses of the Trustee as provided
in the Trust Agreement. In addition to Additional Rent, the City shall make all other payments designated under
the Facilities Lease as Additional Rent at the times and in the amounts specified hereunder.



Timely Payment. The City agrees to deposit, or cause to be deposited, such amounts as are required under
the Facilities Lease with the Trustee in order to assure that sufficient moneys will be available to the Trustee to make
timely distribution thereof to the Owners in accordance with the Trust Agreement. In the event the City should fail
to make any of the payments required in, the payment in default shall continue as an obligation of the City until the
amount in default shall have been fully paid, and the City agrees to pay the same together with (as Additional Rent)
interest thereon, to the extent permitted by law, from the date of default to the date of payment at the rate applicable
to the Interest Components of Lease Payments of the respective Certificate. Any amount held in the Lease Payment
Account on a Lease Payment Date (other than amounts resulting from prepayment of Lease Payments, amounts
required for payment of Principal Components or Interest Components represented by any Certificates not presented
for payment and Advance Lease Payments) will be credited toward the Lease Payment when due and payable.
Advance Lease Payments shall be credited toward Lease Payments as provided in the Trust Agreement.

Prepayment of Lease Payments. Lease Payments are subject to prepayment as provided in the Facilities
Lease. All prepayments of Lease Payments will be made in funds immediately available on the Prepayment Date.

(@ Optional Prepayment. The City has the option to prepay Principal Components of
remaining Lease Payments attributable to either Site in whole or in part from time to time, in the principal amount
of $5,000, or any integral multiple thereof, on any Lease Payment Date on or after November 1, 2004, by paying
the Prepayment Price with respect thereto together with a premium, if any (expressed as a percentage of the total
Principal Components prepaid), and the related Interest Components due on the date fixed for such prepayment. The
premium upon prepayment has be the same as the premium for prepayment of Certificates as set forth in the Trust
Agreement. The City will give the Trustee notice of its intention to exercise its option to prepay not more than
ninety (90) and not less than sixty (60) days in advance of the date of such prepayment

(b) Extraordinary Optional Prepaﬂx_\ent The City has the optlon to prepay the Principal
Component of remaining Lease Payments in whole, without premium, on any Lease Payment Date if the Facilities
are damaged, destroyed or condemned and the City elects to prepay Lease Payments pursuant to "Option B" provided
in the Facilities Lease.

© Effect of Prepayment. In the event that the City prepays Lease Payments in whole, the
amount paid will be applied to the prepayment in full of the Lease Payments in accordance with the Trust
Agreement. In the event that the City prepays the Lease Payments in part but not in whole, such prepayment will
be applied to the prepayment of the Lease Payments as follows: (i) the Principal Component of each remaining
Lease Payment will be reduced on a pro rata basis in integral multiples of $5,000; and (ii) the Interest Component
of each remaining Lease Payment will be reduced by the aggregate corresponding amount of interest which would
otherwise be payable with respect to the Certificates thereby prepaid pursuant to the Trust Agreement.

Lease Payments to be Unconditional. Subject to the Facilities Lease, the obligations of the City to make
Lease Payments and to pay Additional Rent as provided for in the Facilities Lease and to perform its obligations
under the Facilities Lease, are absolute and unconditional, and such Lease Payments and other amounts are payable
without any rights of set-off, recoupment or counterclaim the City might have against any contractor, manufacturer
or supplier of any item of the Facilities, the Corporation, the Trustee or any other person. The Facilities Lease will
be deemed and construed to be a "net-net-net lease."

The Corporation and the City intend that the obligation of the City to pay Lease Payments under the
Facilities Lease and to pay Additional Rent under the Facilities Lease will not in any way be construed to be a debt
of the City, or the State of California, or any political subdivision thereof, in contravention of any applicable
constitutional or statutory limitation or requirement concerning the creation of indebtedness by the City, the State
of California, or any political subdivision thereof, nor will anything contained in the Facilities Lease constitute a
pledge of general revenues, funds or moneys of the City (other than moneys held by the Trustee) or an obligation
of the City for which the City is obligated to levy or pledge any form of taxation or for which the City has levied
or pledged any form of taxation.
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Consideration and Provision for Lease Payments. The Lease Payments to be made hereunder with respect
to the Facilities shall be paid by the City for and in consideration of the City’s use and occupancy of the Facilities,
and the continued quiet use and enjoyment of the Facilities. Unless the Facilities Lease has been terminated as
provided in of the Facilities Lease, the City covenants to take such action as may be necessary to include and
maintain the applicable Lease Payments and other payments due hereunder in its budget for the appropriate Fiscal
Year or pursuant to separate resolution and further shall make the necessary appropriations for all such Lease
Payments and other payments required herein. The City will furnish to the Trustee copies of the budget or such
other evidence of the City taking formal action with respect to the appropriation of money to pay Lease Payments
and other payments hereunder within sixty (60) days after final adoption thereof. The covenants on the part of the
City contained under the Facilities Lease are deemed to be ministerial duties imposed by law and it will be the
ministerial duty of each and every public official of the City to take such action and do such things as are required
by law in the performance of such official duty of such officials to enable the City to carry out and perform the
covenants and agreements in the Facilities Lease agreed to be carried out and performed by the City.

The City has agreed and determined that the Lease Payments, payments of Additional Rent and other
payments to be made under the Facilities Lease do not exceed the fair rental value of the Facilities.

Abatement of Lease Payments and Additional Rent.

Except to the extent that proceeds of the type described in the following paragraph are available, the amount
of Lease Payments and Additional Rent will be abated during any period in which by reason of damage, destruction
or taking by eminent domain or condemnation of the Facilities or defects in the title with respect to the Facilities
there is substantial interference with the use and possession of all or a portion of the Facilities by the City. The
amount of such abatement will be such that the resulting Lease Payments, exclusive of the amounts described in the
following paragraph, do not exceed the fair rental value (as determined by an independent real estate appraiser
selected by the City, who is not an employee of the City) for the use and possession of the portion of the Facilities
not damaged, destroyed, interfered with or taken. Such abatement will continue for the period commencing with
such damage, destruction, interference or taking and ending with the substantial completion of the replacement or
work of repair or the removal of the title defect causing such interference with use. Except as provided in the
Facilities Lease, in the event of any such damage, destruction, interference or taking, the Lease continue in full force
and effect and the City waives any right to terminate the Lease by virtue of any such damage, destruction,
interference or taking.

Notwithstanding a substantial interference with the use and possession of all or a portion of the Facilities,
the City will remain obligated to make Lease Payments (i) in an amount not to exceed the fair rental value during
each Fiscal Year for the portion of the Facilities not damaged, destroyed, interfered with or taken, as determined by
an independent real estate appraiser selected by the City (who is not an employee of the City); or (ii) to the extent
that moneys derived from any person as a result of any delay in the reconstruction, replacement or repair of the
Facilities, or any portion thereof, are available to pay the amount which would otherwise be abated; or (iii) to the
extent that moneys are available in the 1996 Trust Fund to pay the amount which would otherwise be abated, in
which event the Lease Payments will be payable from such amounts as a special obligation of the City.

Maintenance of Facilities by the City. The City agrees that at all times during the term hereof, the City will,
at the City’s own cost and expense, maintain, preserve and keep the Facilities and every portion thereof in good
repair, working order and condition, and that the City will from time to time make or cause to be made all necessary
and proper repairs, replacements and renewals thereto. The City will at its own expense, provide or cause to be
provided all security service, custodial service, power, gas, telephone, light, heating and water, and all other public
utility services for the Facilities during the term of the Facilities Lease. The Corporation has no responsibility in
any of these matters, or for the making of improvements or additions to the Facilities during the term of the Facilities
Lease.

) Taxes, Other Governmental Charges and Utility Charges. The City will pay, as the same respectively come
due, all taxes and governmental charges of any kind whatsoever that may at any time be lawfully assessed or levied

against or with respect to the Facilities, as well as all utility and other charges incurred in the operation, maintenance,
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use, occupancy and upkeep of the Facilities; provided that, with respect to any governmental charges that may
lawfully be paid in installments over a period of years, the City will be obligated to pay only such instaliments as
have accrued during the time the Facilities Lease is in effect.

Provisions Regarding Insurance. At the Delivery Date, the City shall provide, or cause to be provided, title
insurance under one or more policies in the form of California Land Title Association leasehold policy of title
insurance. Such policy will insure the leasehold interest of the Corporation to the premises described in the Facilities
Lease, subject only to Permitted Encumbrances and will be in an amount not less than the aggregate Principal
Components of the Certificates. Said title insurance policy shall be issued by a title insurance company licensed to
do business in California and shall not be maintained in the form of self-insurance.

The City will maintain or cause to be maintained the following policies of insurance throughout the term
of the Facilities Lease for the Facilities (which may constitute blanket policies insuring City owned property generally
(including the Facilities but not specifically identifying the Facilities):

@) insurance against loss or damage to the Facilities resulting from fire, lightning, vandalism,
malicious mischief and such perils ordinarily defined as "extended coverage" and such other perils as the
Corporation and the City may agree should be insured against if such insurance is available from reputable
insurers. Such insurance will be maintained for the Facilities in an amount not less than the full insurable
value of the Facilities (subject to a "deductible clause" in an amount not exceeding One Hundred Thousand
Dollars ($100,000) for any one loss). The term "full insurable value" as used in the Facilities Lease will
mean the actual replacement costs "new";

(i) use and occupancy or business interruption or rental income insurance against the perils
of fire, lightning, vandalism, malicious mischief, earthquake and such other perils ordinarily covered under
an "extended coverage" policy in an amount sufficient to pay the total Lease Payments attributable to such
portion of the Facilities for the period necessary to rebuild it, but not less than such period provided in the
Facilities Lease; :

(iii) public liability insurance against claims for bodily injury or death, or damage to property
occurring upon, in or about the Facilities, such insurance to afford protection to a limit of not less than
$5,000,000 combined single limit bodily injury and property damage with such deductible provisions as the
City provides on like coverage but not to exceed 20% of this face amount;

@iv) worker’s compensation insurance issued by a responsible carrier authorized under the laws
of the State of California to insure employers against liability for compensation under the Worker’s
Compensation Insurance and Safety Act now in force in California, or any act hereafter enacted as an
amendment or supplement thereto or in lieu thereof, such worker’s compensation insurance to cover all
persons employed in connection with the Facilities and to cover full liability for compensation under any
such act aforesaid, based upon death or bodily injury claims made by, for or on behalf of any person
incurring or suffering injury or death during on in connection with the Facilities or the business of the City.

All insurance provided for in the Facilities Lease shall be effected under policies issued by insurers of
recognized responsibility, licensed or admitted to do business in the State of California. All policies or certificates,
other than the worker’s compensation policy, shall name the Corporation and the Trustee as copayees under the fire
and extended coverage policy and as additional insureds under the liability policy.

All policies or certificates issued by the respective insurers for insurance shall provide that such policies or
certificates shall not be cancelled or materially changed without at least 30 days’ prior written notice to the Trustee.
Any Insurance Proceeds received by the Trustee pursuant to the Facilities Lease shall be deposited to the Lease
Payment Account and applied to Lease Payments.

All premiums and charges due and payable for all of the aforesaid insurance will be paid by the City. Any
such premium for a period partly within such period shall be prorated.
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The City shall not be required to maintain or cause to be maintained any additional insurance, other than
the insurance required in the Facilities Lease, unless the same is insurance which is available from reputable insurers
on the open market. The phrase "insurance which is available from reputable insurers on the open market" means
standard policies of insurance with standard deductibles offered by reputable insurers in a competitive market.

In lieu of obtaining the insurance required in the Facilities Lease, the City may demonstrate to the
satisfaction of the Corporation that adequate self-insurance is provided with respect to the same risks of loss of the
Facilities as are covered by the insurance above specified sufficient to each case to replace the Facilities or, if more,
to pay all of the Outstanding Certificates allocable to the Facilities and to protect the Corporation from liability. If
the insurance required under the Facilities Lease is not available, the City will self-insure with respect thereto. If
the City maintains a program of self-insurance for similar properties, the City may, with the consent of the
Corporation, elect to insure any or all of the Facilities in its self-insurance program and provide an adequate
insurance fund to pay losses. In the event the City elects to provide self-insurance pursuant to the Facilities Lease,
the City will on the date on which the City elects to self-insure, and annually, on or about July 1 thereafter, cause
the Risk Manager of the City to deliver to the Corporation and the Trustee a certificate certifying to the existence
of self-insurance meeting the requirements described in the Facilities Lease; provided however that in the event the
City continues to provide the insurance for the risks described under the Trust Agreement the City not be required
to file such information.

Damage or Destruction, Condemnation and Title Defects. (a) If the Facilities or any portion of the Facilities
is destroyed or is damaged by fire or other casualty, or title to, or the temporary use of, the Facilities or any portion
of the Facilities in whole or in part is taken under the exercise of the power of eminent domain, the City within 60
days after such damage, destruction or condemnation elect one of the following two options by written notice of such
election to the Corporation and the Trustee;

®) Option A - Repair, Restoration or Replacement. The City and the Corporation will cause
the net proceeds of any insurance claim or condemnation award, other than business interruption insurance

proceeds, to be applied to the prompt repair, restoration, or replacement of the Facilities (in which case the
replacement of the Facilities will become subject to the provisions of the Facilities Lease as fully as if it
were part of the original Facilities) and any balance of the net proceeds remaining after such work has been
completed shall be paid to the City. Any repair, restoration or replacement of the Facilities will be such
as to return the Facilities substantially to the condition it was in prior to being damaged or destroyed. The
City shall deposit or cause to be deposited with the Trustee the net proceeds of any insurance claim or
condemnation proceeds in the Construction Account (to be established by the Trustee) of the Trust
Agreement in accordance with its terms.

(©) Option B - Prepayment of L.ease Payments. The City and the Corporation will cause the
Insurance Proceeds of any insurance claim or condemnation award to be applied to the prepayment of all
unpaid Principal Components of the Lease Payments applicable to the Facilities. The City shall deposit or
cause to be deposited with the Trustee such Insurance Proceeds in the Lease Payment Account of the Trust
Agreement in accordance with its terms.

) If the Facilities are affected by a title defect, all proceeds received with respect to such defect under the title
insurance policy shall be paid to the Trustee for deposit in the Lease Payment Account and application and
disbursement as set forth below:

(a) If the City determines that such title defect has not materially affected the operation of
the Facilities or the ability of the City to meet any of its obligations under the Facilities Lease (as set forth
in a certificate executed by an Authorized City Representative and filed with the Trustee), and if such
proceeds are in an amount less than an amount which would be sufficient to prepay all unpaid Principal
Components of the Lease Payments applicable to the Facilities on the next succeeding Interest Component
Payment Date, such proceeds shall be applied as a credit against Lease Payments when and as due.
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® If the City determines that such title defect has materially affected the operation of the
Facilities or the ability of the City to meet any of its obligations hereunder (as set forth in a certificate
executed by an Authorized City Representative and filed with the Trustee), or if such proceeds are sufficient
to enable the City to prepay all unpaid Principal Components of the Lease Payments applicable to the
Facilities on the next succeeding Interest Component Payment Date, such proceeds will be applied to the
prepayment of unpaid Principal Components of the Lease Payments applicable to the Facilities.

Insufficiency of Insurance Proceeds. (a) If the City elects to repair, restore or replace the Facilities under
the terms of the Facilities Lease hereof and the Insurance Proceeds therefor are insufficient to pay in full the Cost
of such repair, restoration or replacement, the City shall complete the work and pay, from any legally available funds,
any cost in excess of the amount of the Insurance Proceeds, and the City agrees that, if by reason of any such
insufficiency of the Insurance Proceeds the City shall make any payments pursuant to the provisions of the paragraph,
the City shall not be entitled to any reimbursement therefor from the Corporation nor shall the City be entitled to
any diminution of the amounts payable under the Facilities Lease.

® If the City elects to prepay Lease Payments as provided in the Facilities Lease, and the
Insurance Proceeds therefor are less than the amount necessary to prepay all remaining Lease Payments with respect
to the Facilities, the City shall pay, from any legally available funds, to the Corporation on the next occurring Lease
Payment Date the additional amount required to prepay such remaining Lease Payments with respect to the Facilities.
The City shall deposit or cause to be deposited with the Trustee such Insurance Proceeds in the Lease Payment
Account of the Trust Agreement in accordance with its terms.

Liens. Except as provided herein, the City will not, directly or indirectly, create, incur, assume or suffer
to exist any mortgage, pledge, lien, charge, encumbrance or claim on or with respect to the Facilities, other than
Permitted Encumbrances. The City will reimburse the Corporation for any expense incurred by the Corporation in
order to discharge or remove any such mortgage, pledge, lien, charge, encumbrances or claim.

Events of Default Defined. Each of the following will be an "Event of Default" under the Facilities Lease
and the term "Event of Default" will mean, whenever it is used in the Facilities Lease, any one or more of the
following events: : . -

@ Failure by the City to pay in full any Lease Payinent or other payment required to be paid
hereunder at the time and in the manner specified in the Facilities Lease; or

®) The commencement of (i) vo'luntary proceedings in bankruptcy by, 61' the insolvency of,
the City; or (ii) involuntary proceedings in bankruptcy against the City, which involuntary proceedings are
not dismissed within 90 days after the commencement thereof; or

(c) Failure by the City to observe and perform in any material respect any covenant, condition
or agreement on its part to be observed or performed under the Facilities Lease or the Trust Agreement,
other than as referred to in (a) or (b) above, for a period of thirty (30) days after written notice specifying
such failure and requesting that it be remedied is given to the City by the Trustee, unless the Trustee shall
agree in writing to an extension of such time prior to its expiration; provided, however, that if the City
proceeds to take curative action which, if begun and prosecuted with due diligence, cannot be completed
within such a period of thirty (30) days, then such period will be increased without such written extension
to such extent as is necessary to enable the City to diligently complete such curative action.

If by reason of force majeure the City is unable in whole or in part to carry out the agreements on its part

herein contained, other than the obligations on the part of the City contained in Article III hereof, an Event of
Default shall not be deemed to have occurred during the continuance of such inability.
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THERE SHALL BE NO RIGHT UNDER ANY CIRCUMSTANCES TO ACCELERATE THE LEASE
PAYMENTS OR OTHERWISE DECLARE ANY LEASE PAYMENTS NOT DUE OR PAST DUE TO BE
IMMEDIATELY DUE AND PAYABLE.

Remedies on Default. Whenever an Event of Default referred to under the Facilities Lease has happened
and be continuing, the Corporation will have the right, without any further demand or notice, to take the following
remedial steps:

(a) terminate the Facilities Lease and pursue any remedy for monetary damages available with
respect thereto pursuant to any provision of law; or

®) elect not to terminate the Facilities Lease, and, so long as the Corporation does not
terminate the City’s right to possession of a portion of the Facilities, enforce its rights hereunder to recover
Lease Payments with respect to such Facilities as they become due pursuant to any provision of law.

Notwithstanding the remedies provided in paragraphs (a) and (b) above, in the event of a default under the
Facilities Lease (other than as a result of a violation of a covenant set forth therein), there shall not be a termination
of the Facilities Lease for a period of 180 days following notice to the City that the Corporation or the Trustee
intends to terminate the Facilities Lease. Until the date of any termination, in the event there is any default
hereunder, the City will retain any option to prepay in whole or in part the Principal Components of all remaining
Lease Payments as provided in the Facilities Lease together with a premium, if any, as long as the City is in
possession of the Facilities.

No Remedy Exclusive. No remedy conferred upon or reserved to the Corporation is intended to be
exclusive and every such remedy is cumulative and shall be in addition to every other remedy given under the
Facilities Lease or now or hereafter existing at law or in equity. No delay or omission to exercise any right or power
accruing upon any default will impair any such right or power or shall be construed to be a waiver thereof, but any
such right and power may be exercised from time to time and as often as may be deemed expedient.

THE TRUST AGREEMENT

Establishment and Administration of Funds and Accounts

The Trustee will establish a special trust fund for the Certificates, which special trust fund will be designated
as the "Balboa Park and Mission Bay Park Capital Improvements Program Trust Fund" and referred to herein as the
"Facilities Trust Fund" or the *1996 Trust Fund." The Trustee will keep the Facilities Trust Fund separate and apart
from all other funds and moneys held by it. Within the Facilities Trust Fund, there will established the following
accounts: the Lease Payment Account, the Reserve Account and the Cost of Issuance Account.

Lease Payment Account. (a) The Trustee will deposit in the Lease Payment Account the following:
(@ on the Delivery Date, an amount representing accrued interest received from such sale,
to be applied, together with investment income thereon, to the payment of a portion of the Interest

Component of the Lease Payment with respect to the Facilities on November 1, 1996;

® Lease Payments made by the City on or prior to the appropriate Lease Payment Date
pursuant to the Facilities Lease;

(c) promptly upon its receipt thereof, Insurance Proceeds, as received from time to time, in

the event all or a portion of the Facilities are damaged, destroyed or condemned and the City elects to
prepay Lease Payments applicable to such Facilities pursuant to "Option B" provided in the Facilities Lease;
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(d promptly upon its receipt thereof, title insurance proceeds, as received from time to time,
in the event of the defect in title with respect to the Facilities which are to be used to prepay Lease
Payments applicable to the Facilities Lease pursuant to its terms;

O] promptly upon its receipt thereof, title insurance proceeds, as received from time to time,
in the event of a defect in title with respect to the Facilities which are to be applied as a credit against Lease
Payments when and as due pursuant to the Facilities Lease;

® from time to time, moneys transferred from the Reserve Account;

(® promptly upon its receipt thereof, Insurance Proceeds as received from time to time
pursuant to a use and occupancy or business interruption or rental income insurance policy required to be
maintained pursuant to the Facilities Lease;

(h) amounts delivered to the Trustee by the City for the payment of the premium portion of
the Prepayment Price to be paid pursuant to the Trust Agreement; and

(i) all other nioneys received by the Trustee under and pursuant to the provisions of the
Facilities Lease which are required to be or which are accompanied by directions that such moneys are to
be paid into the Lease Payment Account.

M) The Trustee is required withdraw moneys from the Lease Payment Account at such times and in
such amounts as are necessary to make payments of Principal Components, Interest Components or Prepayment Price.

© If, on the day after any Lease Payment Date, (i) all Principal Components, premium and Interest
Components which became due and payable on or before such date have been paid in full, and (ii) there are moneys
on deposit in the Lease Payment Account, other than that required for prepayment of Certificates, and (iii) .the
amount on deposit in the Reserve Account is less than the Reserve Requirement, then the Trustee shall transfer from
the Lease Payment Account to the Reserve Account the lesser of (i) an amount which, when added to the amount
on deposit in the Reserve Account, will equal the Reserve Requirement, or (ii) all amounts on deposit in the Lease
Payment Account; provided, however, that no such transfer of moneys derived from insurance or condemnation
proceeds shall be made.

d) If, on the day after any Lease Payment Date, (i) all transfers have been made pursuant to (b) and
(c) above, and (ii) there are moneys on deposit in the Lease Payment Account other than that required for
prepayment of Certificates, then the Trustee shall (i) at the request of the City, transfer such funds to the City or (ii)
apply such funds to reduce the next succeeding Lease Payment payable by the City; provided, however, that no such
transfer or application of moneys derived from insurance or condemnation proceeds shall be made.
(e) If any moneys remain in the Lease Payment Account after (i) the Interest Components, premium
(if any) and Principal Components with respect to all Outstanding Certificates have been paid and (ii) the Trustee
has been paid all fees and expenses incurred in connection with its duties under the Trust Agreement, then the
Trustee shall pay such remaining moneys to the City.

Reserve Account. (a) The Trustee is reqtiired to deposit in the Reserve Account the following:

(a) on the Delivery Date, from the proceeds of the sale of the Certificates, an amount equal
to the Reserve Requirement;

®) from time to time, any Lease Payment, or portion thereof, made after the appropriate Lease

Payment Date in an amount equal to the amount transferred from the Reserve Account to the Lease Payment
Account on such Lease Payment Date pursuant to the Trust Agreement;
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© from time to time, any Reserve Rent payable pursuant to the terms of the Facilities Lease;
and

@ from time to time, moneys transferred from the Lease Payment Account pursuant to the
Trust Agreement;

) If, on any Lease Payment Date, the amount available in the Lease Payment Account is less than
the amount necessary to pay the Principal Component or the Interest Component with respect to any Certificate, then
the Trustee shall transfer from the Reserve Account to the Lease Payment Account an amount sufficient to enable
the Trustee to pay the Principal Component and Interest Component with respect to such Certificate from the Lease
Payment Account. In the event of such transfer, the Trustee will, within 5 days after making such transfer, provide
written notice to the City and the Corporation of the amount and date of such transfer.

() The Trustee will, on each Lease Payment Date, transfer to the Rebate Fund moneys in the Reserve
Account in excess of the Reserve Requirement as directed by an Authorized City Representative, and in the absence
of such direction to the Lease Payment Account, to the extent that such moneys constitute investment income earned
since the immediately preceding Lease Payment Date.

) The Reserve Requirement, or any portion thereof, may be satisfied by crediting to the Reserve Fund
moneys, a letter of credit, a bond insurance policy, or any other comparable credit facility or any combination
thereof, which in the aggregate make funds available in the Reserve Fund in an amount equal to the Reserve
Requirement; however, the long-term unsecured debt or claim-paying ability, as the case may be, of the provider of
any such letter of credit, bond insurance policy or any other comparable credit facility, must have a rating of at least
"Al" from Moody’s, if Moody’s is then rating the Certificates, and "A+" from S&P, if S&P is then rating the
Certificates (provided that the Trustee shall be under no obligation and have no responsibility whatsoever to
independently determine or verify such rating other than at the time of delivery); provided however that if the City
determines to substitute a letter of credit, a bond insurance policy, or any other credit facility, for cash otherwise
deposited in the Reserve Account, then the City may utilize moneys in the Reserve Account for any lawful purpose
In such event, the City will direct the Trustee to pay such amount to the City on its written order. .

Cost of Issuance Account. (a) On the Delivery Date the Trustee shall deposit in the Cost of Issuance
Account from the proceeds of the sale of the Certificates, an amount equal to the Costs of Issuance in the Cost of
Issuance Account; and

) Costs of Issuance shall be paid from amounts on deposit in the Cost of Issuance Account. The
Trustee shall make such payments in the amounts, at the times, in the manner, and on the other terms and cotiditions
set forth herein. No such payment shall be made until the Trustee shall have received a requisition signed by an
Authorized City Representative stating with respect to each payment to be made: (1) the requisition number, (2) the
name and address of the person, firm, corporation or agency to which payment is due or has been made, (3) the
amount to be paid, (4) identification of the item to which such payment is to be applied and (5) that each obligation
mentioned therein is a proper charge against the Cost of Issuance Account and has not been the basis of any previous
withdrawal. )

All moneys received by the City pursuant to an Advance Requisition shall be held by the City until
expended for Cost of the Project in a special segregated account to be known as the "Balboa Park/Mission Bay Park
CIP Advance Requisition Account” (the "Advance Requisition Account").

Deposits of Money. All moneys held by or deposited with the Trustee under the provisions of the Trust
Agreement shall be held in trust and applied only in accordance with the provisions of the Trust Agreement, and the
Facilities Trust Fund established by the Trust Agreement shall be a trust fund for the purposes thereof. All moneys
deposited with the Trustee will be credited to the particular account to which such moneys belong.
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Valuation and Sale of Investments. Obligations purchased as an investment of moneys in any account
created under the provisions of the Trust Agreement will be deemed at all times to be a part of such account or
subaccount and any profit realized from the liquidation of such investment and any income or interest received on
account of such investment shall be credited to, and any loss resulting from the litigation of such investment shall
be charged to, such account; subject to the terms of the Trust Agreement.

In computing the amount in any account created under the provisions of the Trust Agreement for any
purpose provided in the Trust Agreement, obligations purchased as an investment of moneys therein will be valued:

(a) at face value if such obligations mature within twelve (12) months from the date of valuation
thereof; and
W) if such obligations mature more than twelve (12) months after the date of valuation thereof, at the

price at which such obligations are redeemable by the holder at his option, if so redeemable, or, if not so redeemable,
at the cost of such obligations plus the amortization of any premium or minus the amortization of any discount
thereon plus accrued interest. Such computation shall be made on November 1 of each year or upon the written
request of the City delivered to the Trustee.

Notwithstanding the foregoing, investments in the Reserve Account must be valued at market value at the
time of valuation.

Except as otherwise provided in the Trust Agreement, the Trustee is required to sell at the best price
obtainable or present for prepayment or transfer as provided in the next sentence any obligation so purchased as an
investment whenever it shall be requested in writing by an Authorized City Representative to do so or whenever it
is be necessary in order to provide moneys to meet any payment or transfer from any account held by it. In lieu
of such sale or presentment for prepayment, the Trustee may, in making the payment or transfer from any account
mentioned in the preceding sentence, transfer such investment obligations or interest appertaining thereto if such
investment obligations matures or is collectible at or prior to the time the proceeds thereof will be needed and such
transfer of investment obligations may be made in book entry form. The Trustee shall not be liable or responsible
for making any such investment in the manner provided above or for any loss resulting from any such investment.

Investment of Certain Accounts. (a) Moneys in the Cost of Issuance Account, the Lease Payment Account
and the Reserve Account will be invested and reinvested by the Trustee to the fullest extent practicable in Permitted
Investments which mature not later than such times as is necessary to provide moneys when needed for payments
to be made from such accounts provided such investments shall mature not later than five years from the date of
puchase of such securities or the final maturity of the Certificates, which ever is earlier (provided however, the
Trustee shall be permitted to invest the Reserve Fund in Investment Agreements as set forth in the definition of
Permitted Investments herein), and provided further that investments of the Lease Payment Account and the Reserve
Account may not be made in the San Diego Pooled Investment Fund or in the Pooled Operating Investment Fund.
Moneys in the Rebate Fund shall be invested only in Governmental Obligations which have a maturity no longer than
the date on which such amounts will be required to make any payments to the United States required by the Trust
Agreement. The Trustee will make all such investments of moneys held by it in accordance with instructions,
confirmed in writing, received from an Authorized City Representative. The Authorized City Representative may
instruct the Trustee at least two Business Days prior to making any investment in any Permitted Investments with
moneys in any account established under the Trust Agreement, to combine such moneys with moneys in any other
account, but solely for purposes of making such investment in such Permitted Investments. The Trustee shall account
for investments in accordance with the funds and accounts to which they are credited. In the absence of instruction
from the Authorized City Representative, the Trustee shall invest only in Permitted Investments described in
subparagraph (6) of the definition of Permitted Investments.at its own discretion. The Trustee shall not be liable
for losses on investments made in accordance with this paragraph.

®) The City or the Corporation or both may enter into one or more interest rate swap agreements
corresponding to the interest payable with respect to the Certificates or any portion thereof and the amounts received
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by the Corporation or the City, if any, pursuant to such a swap agreement may be applied to the deposits required
under the Trust Agreement.

(©) Nothing in the Trust Agreement will prevent any Government Obligations acquired as investments
of funds held under the Trust Agreement from being issued or held in book-entry form on the books of the
Department of the Treasury of the United States of America.

@ All moneys, if any, held by the City in the Advance Requisition Account, shall be accounted for
by the Auditor and Comptroller and invested by the Treasurer in any Permitted Investment, including but not limited
to the pooled investment fund of the Treasurer.

(© In the event the City elects to direct investment of moneys held in any funds and accounts created
hereunder in the City of San Diego Pooled Bond Investment Fund or Pooled Operating Investment Fund (and the
conditions thereto are satisfied), the City may direct, in writing by an Authorized City Representative, the Trustee
to transfer ownership of any securities held by it to such Fund in lieu of liquidation of such securities and
reinvestment in such Fund.

Certificates Deemed Paid; Discharge of Trust Agreement. The Principal Components and Interest
Components with respect to any Certificate will be deemed paid for all purposes of the Trust Agreement when

(a) Payment of the Principal Component and Interest Component with respect to such Certificate to
the due date of such Principal Component and Interest Component (whether at maturity, upon prepayment or
otherwise), either (1) has been made in accordance with the terms of the Certificates or (2) has been provided for
by depositing with the Trustee (i) moneys sufficient to make such payment and/or (ii) to the extent permitted by law,
Government Obligations maturing as to principal and interest in such amounts and at such times as will, together
with any moneys held by the Trustee for such purpose, insure the availability of sufficient moneys to make such
payment and any applicable premium thereon; and

@®) All compensation and expenses of the Trustee, pertaining to each Certificate in respect of which
such payment or deposit is made, have been paid or provided for to the Trustee satisfaction.

When the Principal Components and Interest Components with respect to a Certificate are deemed paid, such
Certificate will no longer be secured by or entitled to the benefits of the Trust Agreement, except for payment from
the sources specified in (a) above and it may be transferred, exchanged, registered or replaced as provided in the
Trust Agreement.

-Notwithstanding the foregoing, no deposit under clause (a)(2) of the first paragraph of this Section will be
deemed a payment of the Principal Components or Interest Components with respect to the Certificates until (1) (a)
in the case of any such Certificates that are to be prepaid on any date prior to their maturity, the City has given to
the Trustee in form satisfactory to it irrevocable instructions to mail notice of prepayment of such Certificates in
accordance with the Trust Agreement and (b) in the event such Certificates are not by their terms subject to
prepayment within the next succeeding sixty (60) days, the City has given the Trustee, in form satisfactory to the
Trustee, irrevocable instructions to mail a notice to the Owners of such Certificates that the deposit required by (a)(2)
above has been made with the Trustee and that the Principal Components or Interest Components with respect to the
Certificates are deemed to have been paid under the Trust Agreement and stating the maturity or prepayment date
upon which moneys are to be available for the payment of the Principal Components of and prepayment premiums,
if any, due with respect to such Certificates, or (2) the maturity of the Principal Component represented by the
Certificate. Any notice given under (1) of this paragraph with respect to Principal Components constituting fewer
than all Principal Components of a maturity shall specify the letter and number or other distinguishing mark of each
such Certificate representing Principal Components to be paid.

When all Outstanding Certificates are deemed paid under the foregoing provisions of the Trust Agreement,
the Trustee will upon request of the City acknowledge the discharge of the Corporation’s and City’s obligations
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under the Trust Agreement and the Certificates except for certain obligations in respect of the transfer, exchange,
registration and replacement of Certificates and (ii) Section 9.05 hereof.

Application of Trust Money. The Trustee shall hold in trust money or Government Obligations deposited
with it pursuant to the preceding Section and shall apply the deposited money and the money from such Government
Obligations in accordance with the Trust Agreement only to the payment of the Principal Components, premium,
if any and Interest Components with respect to the Certificates for which the deposit has been made.

Repayment to the City Unclaimed Money. In the event there exists any excess money or securities held
by the Trustee at any time under the Trust Agreement or any money or securities held by the Trustee under any
provision of the Trust Agreement for the payment of Principal Components or Interest Components with respect to
the Certificates or for the purchase of Certificates, and such moneys or securities remain unclaimed for one (1) year,
the Trustee shall, at the request of the City, pay to the City any amounts owed to it and any amount remaining after
such payment to the City shall be paid to the City and the Owners of such Certificates shall look only to the City
for repayment thereof, and all liability of the Trustee and the Corporation shall thereupon cease.

Events of Default. Each of the following events is hereby declared an Event of Default:
(a) the existence of a Lease Default;

®) failure by the City to perform or observe any other covenant, agreement or obligation on its part
contained in the Trust Agreement, which failure shall have continued for a period of thirty (30) days after written
notice given to the City by the Trustee, specifying the failure or default and requiring the same to be remedied,
which notice shall be given by the Trustee upon the written request of the Owners of Outstanding Certificates
representing not less than twenty-five percent (25%) of the aggregate unpaid Principal Component; provided that the
party or parties giving such notice may agree in writing to a reasonable extension of such period prior to the
expiration of such thirty (30) day period; provided further, however, that if the City proceeds to take curative action
which, if begun and prosecuted with due diligence, cannot be completed within such a period of thirty (30) days,
then such period will be increased without such written extension to such extent as is necessary to enable the City
to diligently complete such curative action. -

Institution of Legal Proceedings by Trustee. If one or more of the Events of Default set forth in the Trust
Agreement shall happen and be continuing, the Trustee in its discretion may, and upon the written request of the
Owners of Outstanding Certificates representing not less than twenty-five percent (25%) of the aggregate unpaid
Principal Components, and upon being indemnified to its satisfaction therefor, shall proceed to protect or enforce
its rights or the rights of the Owners of Certificates under the Trust Agreement by a suit in equity or action at law,
either for the specific performance of any covenant or agreement contained herein or in the Facilities Lease, or in
aid of the execution of any power herein granted, or for the enforcement of any other appropriate legal or equitable
remedy as the Trustee shall deem most effectual jn support of any of its rights or duties hereunder.

Distribution of Proceeds of Remedies. All moneys received by the Trustee pursuant to remedies taken under
the Trust Agreement or held in any fund or account established by the Trust Agreement are to be applied, after the
payment of all fees and expenses of the Trustee, as follows, in the following order:

- First: To the payment to the persons entitled thereto of all Interest Components then due in the order of
the maturity thereof, and, if the amount available shall not be sufficient to pay in full any Interest Component
maturing on the same date, then to the payment thereof ratably, according to the amounts due thereon, to the persons
entitled thereto;
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Second: To the payment to the persons entitled thereto of the unpaid Principal Component with respect to
any Certificates which shall have become due, whether at maturity or by call for prepayment, in the order of their
due dates, with interest on the overdue Principal Component at the rate borne by the respective Certificates, and, if
the amount available shall not be sufficient to pay in full all the Certificates due on any date, then to the payment
thereof ratably, according to the amounts of Principal Component due on such date to the persons entitled thereto,
without any discrimination or preference;

Third: If there shall exist any remainder after the foregoing payments, such remainder shall be paid to the
City.

Suit By Owners. No Owner has any right, remedy or power to institute any suit, action or proceeding for
the enforcement of the Trust Agreement or the Facilities Lease, for the execution of any trust, or exercise of any
other right, remedy or power under such agreements or instruments, unless (a) there has occurred and is continuing
an Event of Default of which the Trustee has been notified; (b) the Owners of Outstanding Certificates representing
at least twenty-five percent (25%) of the aggregate unpaid Principal Component have made written request to the
Trustee and has afforded the Trustee a reasonable opportunity to proceed to exercise the rights, remedies and powers
or to institute the suit, action or proceeding in its own name, and has offered indemnification to the Trustee as
provided in the Trust Agreement; and (c) the Trustee has failed or refused thereafter to exercise the rights, remedies
and powers or to institute the suit, action or proceeding in its own name.

Effect of Delay or Omission to Pursue Remedy. No delay or omission of the Trustee or of any Owner to
exercise any right or power arising from any Event of Default will impair any such right or power or will be
construed to be a waiver of any such Event of Default or acquiescence therein; and every power and remedy given
by the Trust Agreement to the Trustee or to the Owners may be exercised from time to time, and as often as may
be deemed expedient. In case the Trustee shall have proceeded to enforce any right under the Trust Agreement and
such proceedings shall have been discontinued or abandoned because of waiver or for any other reasons, or shall have
been determined adversely to the Trustee, then and in every such case the Trustee and the Owners, severally and
respectively, shall be restored to their former positions and rights hereunder; and all remedies, rights and powers of
the Trustee and the Owners shall continue as though no such proceedings had been taken.

Remedies Cumulative. No remedy conferred upon or reserved to the Trustee or to any Owner is intended
to be exclusive of any other remedy, but each and every such remedy shall be cumulative and is in addition to every
other remedy given hereunder or now or hereafter existing in law or in equity or by statute or otherwise; and the
exercise by the Trustee or by any Owner or any remedy hereunder shall not limit or impair the exercise of any other
remedy given hereunder.

THE ASSIGNMENT AGREEMENT

The Assignment Agreement provides for the transfer, assignment and setting over by the Lessor to the
Trustee, for the benefit of the Owners of Certificates, all estate, right, title and interest of the Corporation in and to
the Lease Payments and all rights to enforce the payment of Lease Payments under the Facilities Lease, including,
without limitation, all amounts from time to time deposited in the accounts and subaccounts created pursuant to the
Trust Agreement and, subject to the Rebate Fund provisions of the Trust Agreement, investment earnings thereon.
The Assignment Agreement is executed and delivered to secure the rights and remedies of the Owriers of the
Certificates under and as defined in the Trust Agreement, and will constitute security for the payment of the
Certificates (as defined in the Trust Agreement) and the performance of each and all obligations of the City under
the Facilities Lease. All rights assigned by the Corporation will be administered by the Trustee as assignee thereof
according to the provisions of the Trust Agreement and for the equal and proportionate benefits of the Owners of
the Certificates.

The Trustee accepts the assignment made under the Assignment Agreement, for the purpose of securing the

right assigned to it to receive all such Lease Payments from the City under the Facilities Lease Agreement and the
other rights assigned to it, subject to the terms and provisions of the Trust Agreement, and all such installment
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payments shall be applied and the rights so assigned shall be exercised by the Trustee as provided in the Trust
Agreement.

THE SITE LEASE
Pursuant to the Site and Facilities Lease, the City, leases to the Corporation, and the Corporate Leases from

the City, in the Facilities. The term of the Site Lease will commence as of the date of the Lease and will remain
in effect until the expiration of the term of the Lease.
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APPENDIX D

FORM OF SPECIAL COUNSEL LEGAL OPINION

August __, 1996

City of San Diego
San Diego, California

Ladies and Gentlemen:

We have examined a certified copy of the record of the proceedings relative to the execution and delivery
of $11,720,000 aggregate principal amount of Refunding Certificates of Participation (Balboa Park and Mission Bay
Park Capital Improvements Program, Series 1991) Series 1996B, dated August 1, 1996 (the 1996 Certificates"), each
evidencing and representing an interest of the registered owner thereof in the rights to receive Lease Payments (as
that term is defined in the Trust Agreement hereinafter mentioned) under and pursuant to that certain Lease/Purchase
Agreement (the "Lease"), dated as of August 1, 1996, by and between the City of San Diego (the "City") and the
San Diego Facilities Equipment Leasing Corporation (the “"Corporation"),. which rights to receive such Lease
Payments have been assigned by the Corporation to the trustee named therein (the "Trustee"), pursuant to the
Assignment Agreement, dated as of August 1, 1996, by and between the Trustee and the Corporation. The 1996
Certificates have been executed by the Trustee pursuant to the terms of the Trust Agreement, dated as of August 1,
1996, by and among the City, the Corporation and the Trustee (the "Trust Agreement").

As to questions of fact material to our opinion, we have relied upon the certified proceedings and other
certifications of public officials furnished to us without undertaking to verify the same by independent investigations.

In our opinion such proceedings show lawful authority for the execution and delivery by the City of the
Trust Agreement and the Lease under the laws of the State of California now in force, and the Lease and the Trust
Agreement have been duly authorized, executed and delivered by the City, and, assuming due authorization, execution
and delivery by the Trustee and the Corporation, as appropriate, are valid and binding obligations of the City,
enforceable in accordance with their respective terms. The 1996 Certificates, assuming due execution and delivery
by the Trustee, are entitled to the benefits of the Trust Agreement. The obligation of the City to make the Lease
Payments under the Lease does not constitute a debt of the City, or of the State of California or of any political
subdivision thereof within the meaning of any constitutional or statutory debt limit or restriction, and does not
constitute an obligation for which the City is obligated to levy or pledge any form of taxation or for which the City
has levied or pledged any form of taxation.

We are further of the opinion that based on existing statutes, regulations, rulings and judicial decisions and
assuming continuing compliance by the City with certain covenants in the Lease and the Trust Agreement and
requirements of the Internal Revenue Code of 1986, as amended, regarding the use, expenditure and investment of
1996 Certificate proceeds and the rebate of certain investment earnings to the United States Treasury, the portion
of each Lease Payment due under the Lease designated as and evidencing and representing interest paid by the City
under the Lease and received by owners of the 1996 Certificates is not includable in the gross income of the owners
of the 1996 Certificates for purposes of federal income taxation. Failure by the City to comply with such covenants
and requirements may cause the portion of each Lease Payment designated as and evidencing and representing



interest to be included in the gross income of the owners of the 1996 Certificates retroactive to the date of execution
and delivery of the 1996 Certificates.

The portion of each Lease Payment due under the Lease designated as and evidencing and representing
interest paid by the City under the Lease and received by the owners of the 1996 Certificates will not be treated as
an item of tax preference in calculating the alternative minimum taxable income of individuals or corporations;
however, such portion will be included as an adjustment in the calculation of corporate alternative minimum taxable
income and may therefore affect a corporation’s alternative minimum tax and environmental tax liabilities.

We are also of the opinion that based on existing law, the portion of each Lease Payment due under the
Lease designated as and evidencing and representing interest paid by the City under the Lease and received by the
owners of the 1996 Certificates is exempt from State of California personal income taxes.

We express no opinion regarding other income tax consequences caused by ownership of, or the receipt of
interest with respect to, the 1996 Certificates.

With respect to the opinions expressed herein, the rights and obligations under the 1996 Certificates, the
Lease and the Trust Agreement are subject to bankruptcy, insolvency, moratorium and other laws affecting the
enforcement of creditors’ rights, to the application of equitable principles if equitable remedies are sought, to the
exercise of judicial discretion in appropriate cases and to the limitation on legal remedies against public agencies in
the State of California.

Respectfully submitted,



APPENDIX E

CONTINUING DISCLOSURE CERTIFICATE

This CONTINUING DISCLOSURE CERTIFICATE (the "Disclosure Certificate") is executed and delivered
by the CITY OF SAN DIEGO (the "City") in connection with the execution and delivery by the City of its
Refunding Certificates of Participation (Balboa Park and Mission Bay Park Capital Improvements Program, Series
1991) Series 1996B, in an aggregate principal amount of $11,720,000 (the "Certificates"). The Certificates are being
executed and delivered pursuant to a Trust Agreement, dated as of August 1, 1996, by and among the City, the San
Diego Facilities and Equipment Leasing Corporation and BNY Western Trust Company (the "Trustee") (the "Trust
Agreement"). The City covenants as follows:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and
delivered by the City for the benefit of the Holders and Beneficial Owners of the Certificates and in order to assist
the Participating Underwriter in complying with S.E.C. Rule 15¢2-12(b)(5).

SECTION 2. Definitions. The definitions set forth in the Trust Agreement apply to any capitalized term
used in this Disclosure Certificate, unless such terms are otherwise defined in this Section 2 below:

“Annual Report" shall mean any Annual Report provided by the City pursuant to, and as described in,
Sections 3 and 4 of this Disclosure Certificate.

"Beneficial Owner" shall mean any person which (a) has or shares the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of, any Certificates (including persons holding Certificates
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any Certificates for federal
income tax purposes.

"Disclosure Representative" shall mean the City Manager of the City, or their designee, or such other officer
or employee as the City shall designate in writing from time to time.

"Dissemination Agent" shall mean the City, acting in its capacity as Dissemination Agent hereunder, or any
successor Dissemination Agent designated in writing by the City.

"Holders" shall mean either the registered owners of the Certificates, or, if the Certificates are registered
in the name of The Depository Trust Company or another recognized depository, any applicable participant in its
depository system.

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

"National Repository" shall mean any Nationally Recognized Municipal Securities Information Repository
for purposes of the Rule. The National Repositories currently approved by the Securities and Exchange Commission
are set forth in Exhibit B to this Disclosure Certificate.

"Participating Underwriter" shall mean any of the original underwriters of the Certificates required to comply
with the Rule in connection with the offering of the Certificates.

"Repository" shall mean each National Repository and each State Repository.

"Rule" shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.

"State" shall mean the State of California.



"State Repository" shall mean any public or private repository or entity designated by the State as a state
repository for the purpose of the Rule and recognized as such by the Securities and Exchange Commission. As of
the date of this Disclosure Certificate, there is no State Repository.

"Tax Owner" means the owner of any Certificates for Federal income tax purposes. The assertion of any
tax ownership of a Certificates must be filed with full documentary support, as part of a written request pursuant to
Section 10 hereof.

SECTION 3. Provision of Annual Reports.

(a) The City shall, not later than 285 days after the end of the City’s fiscal year (presently April 11
of the calendar year following the end of the City’s fiscal year), commencing with the report for the end of the 1996-
97 Fiscal Year, prepare an Annual Report which is consistent with the requirements of Section 4 of this Disclosure
Certificate and shall, or shall cause the Dissemination Agent, if applicable, to provide such Annual Report to each
Repository not later than 285 days after the end of the City’s fiscal year. The Annual Report may be submitted as
a single document or as separate documents comprising a package, and may include by reference other information
as provided in Section 4 of this Disclosure Certificate; provided that the audited financial statements of the City may
be submitted separately from the balance of the Annual Report, and later than the date required above for the filing
of the Annual Report if not available by that date. If the City’s fiscal year changes, the City shall give notice of
such change in the same manner as for a Listed Event under Section 5(c).

)] Not later than fifteen (15) Business Days prior to the date specified in subsection (a) for providing
the Annual Report to Repositories, the City shall provide the Annual Report to the Dissemination Agent (if other
than the City). .

(<) If the City is unable to provide the Repositories an Annual Report as required in subsection (a),
the City shall send a notice to each Repository in substantially the form attached as Exhibit A hereto.

@ The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the name and
address of each National Repository and the State Repository, if any; and (if the Dissemination Agent is
other than the City) ..

(ii) file a report with the City and certifying that the Annual Report has been provided
pursuant to this Disclosure Certificate, stating the date it was provided and listing all the Repositories to
which it was provided.

SECTION 4. Content of Annual Reports. The City’s Annual Report shall be in format suitable for filing
with each Repository and shall contain or incorporate by reference (i) the City’s audited financial statements for the
prior fiscal year, prepared in accordance with generally accepted accounting principles in effect from time to time
and (ii) updates of information contained in the following tables in the Official Statement, dated July 31, 1996,
relating to the Certificates: :

1. Table 11 - Building Permits.

2. Table 12 - Balance Sheet for the General Fund.

3. Table 13 - Statement of Revenues, Expenditures and Changes in Fund Balance for the General
Fund.
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10.
11.
12.
13.
14.
15.
Any or all of the items listed above may be included by specific reference to other documents, including
official statements of debt issues of the City or related public entities, which have been submitted to each of the

Repositories or the Securities and Exchange Commission. If the document included by reference is a final official
statement, it must be available from the Municipal Securities Rulemaking Board. The City shall clearly identify each

Table 14 - Operating Budget Summary (Actual, Adopted).
Table 15 - Assessed Valuation.

Table 16 - Secured Levies and Collections.

Table 17 - Principal Taxpayers.

Information under the caption "Labor Relations."
Information under the caption "Pension Plan."

Table 18 - Annual Claims and Insurance Premium Payments.
Table 19 - Pooled Investment Fund.

Table 20 - Long-Term Obligations.

Table 21 - Short Term Borrowings.

Table 22 - Future Minimum Rental Payments.

Table 23 - Direct and Overlapping Debt.

such other document so included by reference.

SECTION 5. Reporting of Significant Events.

(@

Pursuant to the provisions of this Section 5, the City shall give, or cause to be given, notice of the
occurrence of any of the following events with respect to the Certificates, if the City determines that such

material under federal securities law:

1. principal and interest payment delinquencies;

2. non-payment related defaults;

3. modifications to rights of Certificate Holders;

4, optional, contingent or unscheduled prepayments;

s. defeasances;

6. rating changes;

7. adverse tax opinions or events adversely affecting the tax-exempt status of the Certificates;
8. unscheduled draws on credit enhancements reflecting financial difficulties;
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9. unscheduled draws on the Reserve Account reflecting financial difficulties;

10. substitution of credit or liquidity providers or their failure to perform; and
1. release, substitution or sale of property securing repayment of the Certificates.
®) Whenever the City obtains knowledge of the occurrence of a Listed Event the City shall as soon

as possible determine if such event would be material under applicable federal securities laws.

(©) If the City has determined that knowledge of the occurrence of a Listed Event would be material
under federal securities laws, the City shall promptly file such notice with the Repositories. Notwithstanding the
foregoing, notice of Listed Events described in subsections (a)(4) and (5) shall not be given under this subsection
any earlier than the notice (if any) of the underlying event is given to Holders of affected Certificates pursuant to
the Trust Agreement.

SECTION 6. Termination of Reporting Obligation. The obligations of the City under this Disclosure
Certificate shall terminate upon the defeasance, prior redemption or payment in full of all of the Certificates. If such
termination occurs prior to the final maturity of the Certificates, the City shall give notice of such termination in the
same manner as for a Listed Event under Section 5(c).

SECTION 7. Dissemination Agent. The City may, from time to time, appoint or engage a Dissemination
Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge any such
Dissemination Agent, with or without appointing a successor Dissemination Agent.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Certificate, the
City may amend this Disclosure Certificate and any provnsxon of this Disclosure Certificate may be waived, provided
the following conditions are satisfied:

(a) the amendment or waiver is made in connection with a change in circumstances that arises
from a change in legal requirements, change in law, or change in the identity, nature, or status of the City
or type of business conducted; and

()] this Disclosure Certificate, as amended or taking into account such waiver, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at the time
of the original execution and delivery of the Certificates, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

() the amendment or waiver either (i) is approved by the Holders of the Certificates in the
same manner as provided in the Trust Agreement for amendments to the Trust Agreement with the consent
of the Holders, or (ii) does not materially impair the interests of Certificate Holders, as determined by
nationally recognized bond counsel; and

@ in the event of any amendment of this Disclosure Certificate, the City shall describe such
amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of the reason
for the amendment or waiver and its impact on the type (or, in the case of a change of accounting principles,
on the presentation) of financial information or operating data being presented by the City. In addition, if
the amendment relates to the accounting principles to be followed in preparing financial statements, (i) notice
of such change shall be given in the same manner as for a Listed Event under Section 5(c), and (ii) the
Annual Report for the year in which the change is made should present a comparison (in narrative form and
also, if feasible, in quantitative form) between the financial statements as prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles.
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-SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent the
City from disseminating any other information, using the means of dissemination set forth in this Disclosure
Certificate or any other means of communication, or including any other information in any Annual Report or notice
of occurrence of a Listed Event, in addition to that which is required by this Disclosure Certificate. .If the City
chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in addition to
that which is specifically required by this Disclosure Certificate, the City shall not have any obligation under this
Disclosure Certificate to update such information or include it in any future Annual Report or notice of occurrence
of a Listed Event.

SECTION 10. Default. In the event of a failure of the City or the Dissemination Agent, if applicable, to
comply with any provision of this Disclosure Certificate any Holder or Beneficial Owner of the Certificates may take
such actions as may be necessary and appropriate, including seeking mandate or specific performance by court order,
to cause the City or the Dissemination Agent (if applicable), as the case may be, to comply with its obligations under
this Disclosure Certificate provided such action is taken in the Federal or State Court located in the County of San
Diego, State of California, and provided further that no remedy other than substantial performance may sought or
granted against the City. A default under this Disclosure Certificate shall not be deemed an Event of Default under
the Trust Agreement, and the sole remedy under this Disclosure Certificate in the event of any failure of the City
to comply with this Disclosure Certificate shall be an action to compel substantial performance.

SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination Agent (if one
is appointed by the City) shall have only such duties as are specifically set forth in this Disclosure Certificate, and

the City agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and liabilities which they may incur arising out of the disclosure of information pursuant
to this Disclosure Certificate or out of or in the exercise or performance of their powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim of liability, but excluding
liabilities due to the gross negligence or wilful misconduct of the Dissemination Agent. The obligations of the City
under this Section shall survive resignation or removal of the Dissemination Agent, termination of Disclosure
Certificate and payment of the Certificates. The Dissemination Agent (if not the City) shall not have any
responsibility or liability for the failure to report any Listed Event or any financial information or as to which the
City did not prepare a report in a format suitable for filing with the Repositories.

SECTION 12. Notices. Any notices or communications to or among any of the parties to this Disclosure
Certificate may be given as follows:

To the City: City of San Diego
202 "C" Street
Mail Station 9-B
San Diego, CA 92101
Attention: Financial and Technical Services Manager
Fax: (619) 236-6219
Telephone: (619) 236-6070

Any person may, by written notice to the other persons listed above, designate a different address or telephone
number(s) to which subsequent notices or communications should be sent.

SECTION 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the City, the

Dissemination Agent, the Participating Underwriter and Holders from time to time of the Certificates, and shall create
no rights in any other person or entity.
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SECTION 14. Signature. This Disclosure Certificate has been executed by the undersigned on the date
hereof, and such signature binds the City to the undertaking herein provided.

Dated: August 15, 1996
CITY OF SAN DIEGO

By:

City Manager
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EXHIBIT A

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Obligated Party: City of San Diego (the “City")

Name of Issue: Certificates of Participation (Balboa Park and Mission Bay Park Capltal Improvements Program
Series 1991) Series 1996B

Date of Delivery: August 15, 1996

NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with respect to the above-
named Certificates as required by Section 3 of the Continuing Disclosure Certificate, dated as of August 15, 1996.
[The City anticipates that the Annual Report will be filed by J

Dated:

CITY OF SAN DIEGO -

cc: City Manager
City of San Diego



EXHIBIT B

Nationally Recognized Municipal Securities Information Repositories approved by the Securities and Exchange

Commission as of the date of this Disclosure Certificate:

Bloomberg Municipal Repository

P.O. Box 840

Princeton, NJ 08542-0840

Internet address: MUNIS@bloomberg.doc
(609) 279-3200

FAX (609) 279-3235  (609) 279-5963
Contact: Dave Campbell

Disclosure, Inc.
Document Augmentation/
Municipal Securities
5161 River Road
Bethesda, MD 20816
(301) 951-1450
FAX (301) 718-2329
Contact: Barry Sugarman (301) 215-6015

JJ Kenny Information Services
The Repository

65 Broadway, 16th Floor

New York, NY 10006

(212) 770-4568

FAX (212) 797-7994

Contact: Joan Horai, Repository

Moody’s NRMSIR

Public Finance Information Center
99 Church Street

New York, NY 10007-2796

(800) 339-6306

FAX (212) 553-1460

Contact: Claudette Stephenson
(212) 553-0345

Thomson NRMSIR

Secondary Market Disclosure

395 Hudson Street, 3rd Floor

New York, NY 10014

Internet address: Disclosure@muller.com
(212) 807-3826

FAX (212) 989-2078

Contact: Thomas Garske

R.R. Donnelley Financial )

Attention: Municipal Securities Disclosure Archive
559 Main Street

Hudson, MA 01749

(800) 580-3670

FAX (508) 562-1969

Contact: James Johnson


mailto:MUNIS@bloomberg.doc
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APPENDIXF

EXCERPTS FROM CITY’S COMPREHENSIVE ANNUAL FINANCIAL
REPORT FOR THE FISCAL YEAR ENDING JUNE 30, 1995
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INDEPENDENT AUDITORS' REPORT

The Honorable Mayor, Members of the
City Council and City Manager of the
City of San Diego, California

We have audited the accompanying general purpose financial statements and the
combining and individual fund and account group financial statements of the City of San
Diego, California, as of and for the year ended June 30, 1995, as listed in the foregoing
table of contents. These financial statements are the responsibility of City of San Diego,
Califonia management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards;
Govemment Auditing Standards, issued by the Comptrofier General of the United States;
and the provisions of Office of Management and Budget Circular A-128, Audits of State
and Local Governments. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly,
in all material respects, the financial position of the City of San Diego, Califomia, as of June
30, 1995.andmemunso'ilsopemﬁonsandeashmdnspmpﬁewymmwpesmd
nonexpendable trust funds for the year then ended in conformity with generally accepted
accounting principles. Also, in our opinion, the combining and individual fund and account
group financial statements referred to above present fairly, in all material respects, the
financial position of each of the individual funds and account groups of the City of San
Diego, Califomia, as of June 30, 1895, and the results of operations of such funds and
cash flows of individual proprietary fund types and nonexpendable trust funds for the year
then ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we h
ave also iss
November 10, 1995, on our consideration of the City of San Dieg:':d i:temne:m

structure and a
o ' report dated November 10, 1995, on its compliance with laws and

Our audit was conducted for the purpose of forming an opinion o urpose
financial statements taken as a whole and on the eombi?ling an: '?:amf: lf\‘:m:l and
account group financlal statements. The information listed as supporting schedules and
statistical data in the table of contents is presented for purposes of additional analysis annd
Isnytarequired pagtofﬂsegemlpumoseﬁnandalshtmntsofmeCﬂyofSan Diego
California. Sqeh information, except for that portion marked "unaudited” on which we'
;‘xpms no opinion, has beer! s_ub]eded fo the auditing procedures applied in the audit of
e general purpose, combining and individual fund and account group financial
statements and, in our opinion, is faily presented in all material respects in relation to the

financial s indi
e :tements of each of the respective individual funds and account groups, taken

November 10, 1995 C ;%&i—’, Q%f )4 )



GENERAL PURPOSE FINANCIAL STATEMENTS GENERAL PURPOSE FINANCIAL STATEMENTS

™ IN ACCORDANCE WITH THE RECOMMENDATIONS OF THE GOVERNMENTAL ACCOUNTING
ESE STATEMENTS PROVIDE A SUMMARY QVERVIEW OF THE FINANCIAL POSITION OF ALL STANDARDS BOARD, THE FOLLOWING COMBINED STATEMENTS ARE PRESENTED:

FUNDS AND ACCOUNT GROUPS AND OF THE OPERATING RESULTS BY FUND TYPES. THEY ALSO

SERVE AS AN INTRODUCTION TO THE MORE DETAILED STATEMENTS AND SCHEDULES THAT

FOLLOW
Combined Balance Sheet - All Fund Types, Account Groups and Discretely Presented
Component Unit

Combined Statement of Revenues, Expenditures and Changes in Fund Balances - All
” Govermnmental Fund Types, Expendable Trust Funds and Discretely Presented Component
Unit.

Combined Statement of Revenue, Expenditures and Changes in Fund Balances - Budget
and Actual (Budgetary Bas:s) - Budgeted Governmental Fund Types

Combined Statement of Revenues, Expenses and Changes in Retained Eamings/Fund
Batances - All Propnetary Fund Types and Stular Trust Funds

Combined Statement of Cash Flows - Increase (Decrease) in Cash and Cash Equivalents -
All Propnetary Fund Types and Nonexpendable Trust Fund

Notes to Financial Statements

Required Supplementary Information - Pension Trust Funds Analysis of Funding Progress,
Revenue Sources, Expenses by Type - Last Ten Years
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COMBINED BALANCE SHEET — ALL FUND TYPES, ACCOUNT GROUPS AND DISCRETELY PRESENTED COMPONENT UNIT
June 30, 1995
( In Thousands )

Governmental Fund Types

Speciel Debt Capital
General Revenue Service Projects
ASSETS AND OTHER DEBITS

Cash or Equity in Pooled Cash and investments $ 16,394 $ 189,199 $ 9253 § 224486
Cash With Custodian/Fiscal Agent —— 242 9,359 17,546
investments at Cost —— 13,907 64,059 5,149
Receivables:

Teaxms — Net 21,164 3,278 18 -

Accounts — Net 21,449 3,280 - 2

Claims — Net 3t - —— ———

Special Assessments ~ Net - 1,728 7.407 ———

Notes 182 28,968 -— 1,758

Contributions —— ——— _— ——

Accrued interest 241 1,697 473 2,268

Grants ——— 7.016 —— 6,268

Loans to Redevelopment Agency - 575 ——— ——

From Other Funds 358 40 -— 42,481

Due from Primary Govemment —— —— — —

From Other Agencies 70 352 242,785 ——
Advances to Other Funds 10.880 4,892 —— 612
Advances to Other Agencies 350 482,777 - -——
Inventories of Water in Storage —— - — —
Inverttories ——— — —— ——
Land Held for Resale ——— 303 —— 23127
Prepeid and Reimbursable tems and Deposits 1,085 612 1,024 ——
Restricted Assets:

Cash or Equity in Pooled Cash and investments —

imerest and Redemption Funds ——— 1278 —— ——

Cash with Custodian/Fiscel Agent —— —— —-— ——
Deferred Charges —— —_— — ——
Feed Assets — Net ——— JE—— —— —_——
Amount Available for Payment of

General Long~Term Debt ——— - — ———
Amount to be Provided for Retirement

of Long—Term Deit ——— - — ——

TOTAL ASSETS AND OTHER DEBITS $ 74,454 $..300143 $ 334378 $ 3236

The accompanying notes are an integral part of the finencial statements.
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Totals Totals
Fiduciaty Primary Component Reporting
Proprietary Fund Types Fund Types Account Groups Govemment Unit
San Diego
General General (Memo-— Convention (Memo-—
internal Trust and Fixed Long—Term randum Center randum
Enterprise __Service Agency Assets Debt Only) Corporation Only)

$ 506,806 s 47,679 $ 287230 S - s —— $ 1281137 8 2613 § 1283750
840 ——— 835 - ——— 28,922 ——— 28,922
1,418 ——— 1,344,687 ———— —— 1,429,220 358 1,429,578
—— ——— —-—— -——- -— 24,460 ——— 24,460
62.7%0 334 4,124 - —_—— 81,979 1.077 93,056
9 20 -—— - -——— 60 ——— 60
16 -——- ——- - —-— 9,151 ——— 9,151
——— — -—— - —_——— 30.906 - 30,906
_— -— 1,403 —-——- —-_— 1,403 ——— 1,403
6,010 a7 12,855 —-—— - 25,761 - 25,761
16.805 —-——- - —-_—— ——— 30,089 - 30,089
——— ——— -—— - ———— 8§75 —— 875
15.59¢ ——— -—— -——- ——— 58,473 - 88.473
——— -——- - -—— —_——— —-——— 1,021 1,021
-——— -— -— - —_— 243,207 20 243,227
22200 228 -—— -— -— 38912 - 38912
- -— -— -—- -—- 43,127 - 43127
14,783 -— - - S 14,783 -——— 14,783
640 3.234 - - -— 3874 -——- 3,874
-— -—- -— -— -—- 23,4% - 23.42
24.975 s6c 9 - - 28,245 351 28.596
13.697 -——- —-— —-——— -—— 14,976 - 14,976
170 —— - -— -—— 170 -— 170
6.501 -— - - -—- 6,501 -— 6.501
1,730,805 26,635 -—- 1.044.04€ -—- 2,801,586 2121 2,803,707
—— ——— - -—— 110,100 110,100 - 110,100
-——— - —-——- - 756.703 756.703 462 757,165

$ 2424349 § 78,737 § 18651143 §$ 1,044 046 $__ 866,803 $ 7097750 $ 8,023 7.105.77.

Continued on next page
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COMBINED BALANCE SHEET — ALL FUND TYPES, ACCOUNT GROUPS AND DISCRETELY PRESENTED COMPONENT UNIT

June 30, 1995
( In Thousands)

Governmental Fund Types

Special Debt Capital
Generasl Revenue Service Projects
LIABILITIES -
Obligations Under Reverse
Repurchase Agresments L 2,180 S 21,858 H 1,038 H 17,502
Accounts Payable 2.633 7.269 1 5.034
Accrued Wages and Benefits 8,722 1.425% - ———
Other Accrued Liabilties ——— 31,357 —— -———
Employees’ Deferred Compensation
1401(k) Plans ——— - -——— -
Liability Claims ——— ——— -——— -——
Matured Bonds, Notes and Interest Payable ..............ceeiueesmviimnninenenne ———— _——— 364 ———
Interest Accrued on Long - Term Debt -——— ——— - -———
Long-Term Debt Due Within One Year ............c.cuemiimicinirsimnmen —-—— -——— -——- ——
DUB t0 OtREr FUNGS ........cceeeverremreeerereeransnessresesessmmsseseorsassssssssnaesnnrs sons oos ——— 42,840 - 15,133
Due to Comp t Unit . -——— 1.021 -—- -
Due to Other AGENCIES ...........ccoveieimnmineirsennrenentinenessssessmssessnssossosans s ——— 592 -——— 12
Deferred Revenue 29.905 37.661 250,173 39,964
Advances from Other Funds - 1.573 - 1.431
Advances from Other AQENCIES ..........c...cc.ereieevemisrioremesennerosessosesaions - 31 1,000 -
Deposits/Advances from Others -——— 3.506 - ——
Sundry Trust LIBDilifies .........ccvvviiinnrmeisines sosesesssierisessne srmseess saenens - 187 - 485
Estimated Landfill Closure and P e CAFE ....co. vov cne evarrenrinnes . -——— - -—— -
Capital Lease Obligations . -——- - - ———
Contracts and Notes Payable - —-—— - ———
General and Special Obligation Bonds
Payable - - - ———
TOTAL LIABILITIES ...c.ccvenncrrsnrcnassasarnne 43 440 149.320 252.576 79.561
FUND EQUITY AND OTHER CREDITS
investment in General Fixed Assets - ——— - -
Contributed Capital - - —— -~
Retained Earnings (Deficit).
Reserved for Claims and Contingencies ... -——— -—— ——— -
Reserved for General Long ~-Term Claims ............. reeeseeeraie < - -~—— -——— -——
Unreserved - -——— - -
Fund Balances: i
Reserved for Land Held for Resale .. res et esa e - 303 -——— 23.127
Reserved for Encumbrances ..........cecoeeeneicnicnnnns 5.323 26.681 -—— 64,051
Reserved for Advances and Deposits 11,330 3,412 - 130
Reserved for Nonexpendable Trust - - - - -
Reserved for Pension Benefits ........ -——- -—— -——— -
Reserved for Debt Service -——— 28,298 81,802 -———
Reserved for Loan Commitments -——— 14,056 —— -——
Reserved for Project Equity/Operations - 3,893 - -
Unreserved:
Designated for Subsequent Years'
Expenditures 2,871 33.575 - 107.918
Undesignated 11,490 40.605 - 48,910
TOTAL FUND EQUITY AND OTHER CREDITS .............. 31.014 150.823 81,802 244,136
TOTAL LIABILITIES AND
FUND EQUITY AND OTHER CREDITS .........ccceeveneenee s 74,454 $ 300143 $ 334378 $ 23,697

The accompanying notes are an integral part of the financial statements.
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Totals Totals
Fiduciary Primary Component Reporting
Propristary Fund Types Fund Types e Account Groups Sovernment Unit Entity
San Diego
General General (Memo-~ Convention (Memo-—
Internal Trust and Fixed Long—Term randum Center randum
Enterprise Service Agency Assets Debt Only) Corporation Only)
$ 5073 s 3185 s 7486 2§ @ ——- $ --- $ 103965 s -— $ 103,965
80,595 2.667 9,551 -—- - 77.750 2,328 80,078
12,638 3,989 127 -—- 39,934 66,833 592 67,425
404 -——- ——— -——— ——— 31,761 896 32,657
-_— -— 86,470 —-—— -——— 86,470 ass 86,828
9,420 28,454 -——- -——- 24,231 82,105 -—— 62,105
170 -— -— -——- -——- 534 — 534
1,548 - -——- ~—- - 1,548 -—— 1,548
7.044 ——- —-——— -——- -——- 7,044 —-——— 7.044
800 -— - -—- -—- 58,473 -— 58,473
-—— -——- -——- - -—- 1,021 -—- 1,021
6 —— 595 -— --- 1,205 - 1,208
29,805 565 as3 -—- -—- 388,526 - 388,526
-——- 35,038 870 -——- --- 38,912 -— 38,912
——— ——— ——— ——— —-——- : 1,031 -——— 1,031
760 ——— 7.344 -——- - 11,610 1,728 13,338
——— -—— 8,701 -—— -—- 9,373 -—— 9,373
8.990 --- -—- -—- -—- 8,990 -—— 8,990
287 -——- --- --- " 298 -—- 208
240,259 ——— 553 -—— 99,307 340,119 -— 340,119
-——— -=- —=- --- 703.320 703,320 -——— 703.320
413,260 73.898 122,030 -——- 866.803 2,000.888 5.902 2.006.790
—— ——— -—— 1,044,046 -——- 1,044,046 2.121 1,046,167
1,161,774 226 - -—— - 1,162,000 -— 1,162,000
- 5.402 -—— -——- ——— 5,402 -——— 5,402
-—— (25.147) -——- ——— -——— (25.147) - (25,147)
849,315 - 24,358 -——- -—- -—- 873,673 -— 873,673
-——- -——- --- -—— --- 23,430 -—— 23,430
-——- -—— 1,425 -——- -——- 97,480 -—— $7.480
-——- ——— —— ——— --- 14,872 -—— 14,872
-——- ——— 5.355 -—- --- 5,385 - 5,385
-——- -——— 1,520,190 -——- -——- 1,520,190 -—— 1,520,190
- - -——- ——- -—- 110,100 -——— 110,100
-——— -—— -— -—- -— 14,056 -—— 14,056
.- -—- -—- -—- -—- 3,893 -— 3,893
-— - 212 -——— -—— 144,576 -—— 144,576
——— ——— 1,931 ——— —~—— 102,936 - 102,936
2,011,089 4,839 1,529,113 1.044.046 - 5.096.862 2121 5.098.983

$..2.424 349 s 78,737 $._1.651143 $_.1,044,046 3. 566,803 $.2,097.750 s 8,023 $..2.105.773



WA BN P, D

SAN DIEGO. iss 7, ~ANNUAL FINANCIAL-REPORT

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES, EXPENDABLE TRUST FUNDS AND DISCRETELY PRESENTED COMPONENT UNIT
Year Ended June 30, 1995

( in Thousands)
General
REVENUES
Property Taxes and Special Assessments $ 112,472
Other Local Taxes 148,591
Licenses and Permits 25,820
Fines, Forfeitures and Penalties 16,902
Revenue from Use of Money and Property 25,445
Revenue from Federal Agenci 540
Revenue from Other Agencies : 42,854
REVONUL fTOM PTIVALE SOUFCHS .....cccetericsrsssascessossssaas sorssssvors sresseases sesoss sases snsss svsass sassssases sarens -
Charges for Current Services .... 68,435
OTNOP RBVONUS ......c.....cocoe et soens consnssacsseersessssetsossesans arsses sesss coses s0800e 5080 85400 s48000 savss susns 6000 ass0s sasns sotons 3,136
TOTAL REVENUES 444,195
EXPENDITURES
Current:
General Government 78,547
Public Safety 249,638
Libraries 17,052
Parks, Recreation and Culture 42,574
General Services 60,135
Engineering and Development 22,365
Housing and Community Development -—
Public Transportation -
Employment and Social Service Programs Ceusassersss seres sasaonssene seens ssnerenses srass 492
Miscellaneous and Unallocated 1,985
CAPHAS PIOJBCTS oe.ec.ceeseavencranse cerescarersmsenssassscnssssnssssasess sasan smmass seomm snves sansss ansss Sassrasesss sasss sssavaness hose ——
Debt Service:
Principal Retirement —_———
Interost -
TOTAL EXPENDITURES 472,788
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES (28.593)
OTHER FINANCING SOURCES (USES)
Long~Term Debt Proceeds —-——
Transters from Escrow Agent -———
Transfers from Proprietary/Fiduciary Funds 931
Transfers frorn Other Funds 30,119
Transfers from Primary Govemment -——
Transfers to Escrow Agent -
Transfers to Proprietary Funds (4.921)
Transfers to Other Funds (2.429)
Transfers to Component Unit -
Resources from Instaliment Purchase Agreement -
Cost of issuance, Bonds and Notes et
TOTAL OTHER FINANCING SOURCES (USES) 23,700
EXCESS (DEFICIENCY) OF REVENUES AND OTHER FINANCING SOURCES
OVER EXPENDITURES AND OTHER FINANCING USES (4.893)
Fund Balances at Beginning of Year 34,844
Residual Equity Transfers from (to) Other Funds 1.063
FUND BALANCES AT END OF YEAR s 31014

The accompanying notes are an integral part of the financial statements.
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Totals Totals

Fiduciary Primary Component Reporting
——— Govemmental FundTypes  ____  FundType ~ Government __ Unkt _  __ Entiy

San Diego
(Memo~ Convention (Memo—
Special Debt Capita! Expendable random Center randum
Revenue Setvice Projects Trust Only) Cormporation Oniy)

$ 20243 $ 22323 s 171 $ - $ 156,749 S ———- $ 156,749
79.879 ——— 31,113 ——- 259,583 —— 259,583
3,367 - 1,691 - 30,878 -—— 30,878
1,535 - S 1 16,443 —— 18,443
30,176 4280 12611 172 72,684 12,943 85,627
103,703 - 4278 ——— 108,521 - 108,521
6,922 15,350 18,064 1 83.191 ——— 83,191
6,064 608 18,606 210 25,489 -—— 25,489
7.420 - - 2 75,857 -—— 75,857
6,290 -—— 9248 - 18.674 229 18.903
265.599 42,562 87,327 386 850.069 13.172 863.241
10274 85 4,457 474 93,847 - 83,847
1,789 - a5 15 251,477 —_——— 251,477
1,945 - -——- 46 19,043 ———- 19,043
34,842 —— §2 48 77516 17,860 85,376
16277 - k<13 - 76,448 - 76,448
5,808 - (226) —— 27,844 - 27944
98,042 - (4] — 98,040 ——— 88,040
958 - 130 78 1,166 - 1,166
7.937 - - - 8,429 - 8.429
-——— - - 4 1.989 - 1.989
24,900 - 180,374 104 215378 —— 215,378
- 24,860 -——— - 24,860 - 24,860
- 39.401 - - 39,401 - 39.401
202,769 64,356 194 .856 768 935,538 17,860 $53.398

62.830 {21.794) (97.529) (383) (85.469) {4,688 ’ 0.15
- 21,582 2,368 - 23950 - 23,950
- 607 - ——- 607 - 607
- 914 635 - 2,480 - 2,480
41,189 21,804 24,525 - 117,615 - 117,615
-——— - ——— -—- —-——- 4,688 4,688
(8.333) (8.227) —— —— (16,560) ——— (16,560)
(3.896) - 2.419) —— (11.236) -—— (11.236)
(88.671) (10,842) (15.673) —— (117,615 -——- (117.615)
(4,688) -—— ——- -—— (4,688) -——— (4.688)
(6) (492) (74) - 572 -— _(572)
{64.425) 25.346 9.360 -~ (6.019) 4,668 {1.331)
(1,595) 3.552 (88,169) (383) (91.488) - (91,488)
152,418 76,015 334,569 2591 600,437 - 600,437
- 2235 264 ——- 1,034 - 1,034
$ 150823 s 81,802 $ 24413 s 2208 $__S09ses $ == 509983
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COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN UNDESIGNATED FUND BALANCES
BUDGET AND ACTUAL (BUDGETARY BASIS) — BUDGETED GOVERNMENTAL FUND TYPES
Year Ended June 30, 1995

{ n Thousands )
General Fund
Actual on
Budgetary
Basis Budget
REVENUES - -
Property Taxes and Special Assessments S 112472 § 113844
Other Local Taxes 148,591 149,032
Licenses and Permits 253820 25,618
Fines, Forfeitures and Penalties 16,92 T 19,189
Revenue from Use of Money and Property 23,889 23.642
Revenue from Federal Agencies 540 110
Revenue from Other Agencies 42,854 41,358
Revenue from Private Sources - -
Charges for Current Services 68,435 69,423
Other Revenue 3,136 1,771
Excess Revenue Appropriated —— ———
TOTAL REVENUES 442,618 443 987
EXPENDITURES [P
Current N . . - -
GONATEI GOVEIMIMENY ........ccieeeeeeseas comereesoasssss sensssss sessseas aosusses assosars sosesens suatesss 280000 sussasss s0000008 80050201 aberTs08 8000000 s4000084 ba0brbses 77,567 83,041
Public Safety 252,004 253,262
Libraries 17,152 17,689
Parks, Recreation and Culture . 43982 46,096
General Services 62.566 64216
Engineering and Deveiopment . - 255 23247
Housing and Community Development . —— ——
Public Transportation 4 ——— ——
Empioyment and SOCIal SErvice PIOGTEMS ... ..cueeesscss sasscsssasssrsassssasssosssssoss sesssses 493 S08
Miscellaneous and Unallocated 2,057 2,644
Capital Projects . -—— ———
Debt Service:
Principal Retirement -——— ——
Interest - -
TOTAL EXPENDITURES 478,46 490,704
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES .. - 35720 (46.717)
OTHER FINANCING SOURCES (USES) - - . - - -
Transfers from Proprietary/Fiduciary Funds . 7.481 6,899
Transters from Other Funds y . - 30,119 ~32914
Transfers to Proprietary Funds (4.921) (4.921)
Transfers to Other Funds (2.429) (2.429)
Transfers to Componert Unit - -
TOTAL OTHER FINANCING SOURCES (USES) 30250 32,463
EXCESS (DEFICIENCY) OF REVENUES AND OTHER .
FINANCING SOURCES OVER EXPENDITURES AND OTHER FINANCING USES .............cccaaneeeeen S477) - (14.254)
Fund Balances Undesignated at July 1, 1994 7329 7.329
Residual Equity Transfers from (o) Other Funds 1,083 1,063
Reserved for Encumbrances at July 1, 1994 8,487 8,487
Reaserved for Debt Service at July 1, 1994 —— ——
Reserved for Debt Service at June 30, 1995 —— ———
Designatad for Subsequent Years’ Expenditures at July 1, 1994 2959 2,939
Designated for Subsequent Years’ Expenditures at June 30, 1985 - (2871) -
FUND BALANCES UNDESIGNATED AT JUNE 30, 1995 s J1490 § 5584

The accompanying notss are an integral part of the financial statements.
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Budgeted Budgeted Budgeted Total
Special Revenue Funds Debt Service Funds Capital Projects Funds (MEMORANDUM ONLY)
Actual on Actual on Actual on Actual on Variance
Budgetary Budgetary Budgetary Budgetary Favorable
Basls Budget Basis Budget Basis Budget Basis Budget _ (Unfavorable)
s 9470 S 9542 § 2266 § 2179 $ -——3 - 124208 § 125585 $ (1.357)
79.719 77.456 -— -— 900 900 229,210 227,388 1822
831 553 -— -— —— -—— 26,351 26,171 180
-— - -— - 5 —— 16,907 18,189 2282
11,405 10,705 159 4 80 - 35513 34,441 1,072
_— — -—— - 4278 8267 4818 8377 (3,559
4313 4754 — - 5.426 6.744 5255 52,85 £63)
2 - — - 3 - s — 5
289 8 — - -——— —— 68,724 69,505 782)
439 447 - - 7.860 7,608 11,435 9,826 1,609
10 1,547 ——— - -—— - 10 1,547 (1.837)
106,178 105,087 2425 2273 18,552 23519 569,774 574,866 _(5.092)
332 a7e 6 - 38 82 77543 83,509 5566
@87 (669) —— - -——- -—- 251,017 252,593 1576
_— - ——— -— —-——— - 17152 17,889 537
36.450 40,341 -—- -— - - 80422 86,437 6,005
278612 20.956 ——— -—- -— -—- 80,178 94,172 3994
1,040 1510 -— —_— (13) 365 23552 25,12 1570
4539 5.102 — — -—- -—- 4539 5,102 563 «. "
9 9 ——— -— -~ P 9 8 —
-— -——- — - _— -— 493 509 16
-— 1479 -—- _—— -— - 2,057 4,123 2,066
13422 26,852 -— -— 23,050 34,314 36,542 61,206 24,664
-—— - 1,395 1.395 -— - 1395 1,395 _——
- ——= 2,152 2,152 ——— - 2,152 2,152 ——
82,457 104,996 3,553 3,547 23,075 aarn 587,461 634,018 46557
23,691 91 {1,126) (1.274) (4.523) (11.252) (17.687) (59.152) 41,465
- -— — -_— —— - 7.481 6,889 . 882
15,883 14,902 1,069 1.069 831 . s62 4750 49,447 (1.545)
(3,116 (3.116) - -—- -— -— {8.037) (8.037) -——-
(47 ,565) (50,475) ®) —— (5.999) (6.056) (56,001) (58,960) 2,959
(4,688) (5237 ——= - -——— -—- {4.688) (5237 549
(39,486) (43.926) 1,061 1,069 (5.168) (5.494) (13,343) (15.888) 2,845
(15.795) (43.835) 6N 205) (.691) (16.745) {31,030) (75.040) 44,010
21,910 2192 - _—— 899 899 30,138 30,150 (12)
g, —— - ——— ) @ 1,059 1,089 -—
16,040 16.040 - —_— 3,507 3,507 28,034 28,034 -—
-— - 2,880 2.871 -— - 2,880 2,871 9
- - 2813 (2.666) -——- _— 2813 ©.666) (147
13,464 13.464 -— -—- 12,787 12,787 29210 29210 _———
(14.422) - - —— {6.533) ~—~- (23.83) ——— 23.836)
s 21187 S 7591 $ —— s - s 965 § 443 33642 § 13618 § 2002
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COMEINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN
RETAINED EARNINGS/FUND BALANCES — ALL PROPRIETARY FUND TYPES AND SMMILAR TRUST RUNDS

Year Ended Juns 30, 1905
{ In Thousands )
——Propristasy Fund Types
—Entarprise Setvice
OFERATING REVENUES
Earmings on investments $ — $ —
Sale of Water 131,990 ——
Charges for Services 24,7688 :ﬂ
-— 681
Revernse from Use of Property 1,820 ) 3
51,941 223
1,767 873
TOTAL OPERATING REVENUES 412.384 80,019
OPERATING EXPENSES
Benefk and Claim Payments - 37,678
Mairtarnancs and Operations 185,996 19,844
Cast of Maturials lssued 1687 13773
Cost of Water Purchased 57,764 ——
4,120 —-———
Administration 78.221 8,018
Depreciation and Amortization 24489 5974
Other — i
TOTAL OPERATING EXPENSES 351787 85485
OPERATING INCOME 60,597 (5.467)
NONOPERATING REVENUES (EXPENSES)
Eamings on investments 2475 -]
Federa) Grart Assistance @ —
Other Agancy Grart Assistance 2255 ———
Bond intarest Payments (12836) —-—
Cont of issumnce of Long ~ Term Oebt ) —-—
Gain (Loss) on Sale/Retiremnern of Foed Assets xR977) 140
Other —_—s) M7
TOTAL NONOPERATING REVENUES (EXPENSES) — (18871) 716
INCOME BEFORE OPERATING TRANSFERS 42728 (4,781) '
Operating Transfers In ' ) ) " as8
Teansfers from Governmerntal Funds —— 11,236
Oporating Transfers Out (S00) (796)
Transfers to Governmental Funds —_——(1414) —_—s)
NET INCOME (LOSS) 42,620 5,434
Retained Eamings (Defick)/Fund Balances at Beginning of Year - Boseas S 1))
REVAINED EARNINGS (DEFICIT)/RUND BALANCES AT END OF YEAR $ 849315 $ 46813

The sccampanying notes are an tegral part of the firmncial statements.
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o Pduciary Fund Types Total
Parsion Qdemorandum
Tnmt Trust Oonly)
$ 125,844 $ 670 $ 128,514
—— -— 131890
156 44 26205
89,672 284 128,637
—— —— 1,922
— -——- 73,164
- - 2.640
— 215672 998 708073
84,943 —— 122819
—— —— 205,840
—— -—- 13.960
-—— ——— 57,764
—— -—— 4,130
7977 -—— 94,417
—— —— 20,463
—-— 4 4
2,120 4 529,397
123,552 994 179.676
-— -— 29,704
——— -—— @)
- —— 2253
—— —-—— (12.836)
- - @)
- —_—— 32.837)
—— —— (2.205)
-——— —-——— (16,155
123,552 994 163,521
—— —— 1,296
-—- —-—— 11.2%6
- = (1.296)
=== £ @
123,552 671 17227
1,397,998 4,685 2,208,557
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COMBINED STATEMENT OF CASH FLOWS
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
ALL PROPRIETARY FUND TYPES AND NONEXPENDABLE TRUST FUND
Year Ended June 30, 1985

{ In Thousands )
Proprietary Fund Type
intemnal
Enterprise Service
CASH FLOWS FROM OPERATING ACTIVITIES
Oporating Income (Loss) $ 60,587 $ (5.467)
Adjustments to Reconcile Operating Income (Loss) to
Net Cash Provided By (Used For) Operating Activities:
Eamings on investments Included
in Operating income —— —
Reverse Repurchase Agreement Expense
included in Operating income ——— ——
Depreciation and Amortization 24,489 §,974
Changes in Assets and Liabilities:
(Increase) Decrease in Receivables: .
Accounts and Special Assessments = Net (17,002) (178)
Claims ~— Net ——— ®)
From Other Funds 503 ———
{Increase) Decrease in Inventories 81§ (235)
(Increase) Decrease in Prepaid and Reimbursable tems and Deposits (390) (S00)
Increase (Decrease) in Accounts Payable 26,887 1,284
Increase (Decrease) in Accrued Wages and Benefits (2,039) (544)
Increase {(Decrease) in Other Accrued Liabilities 252 ——
increase (Decrease) in Liability Claims 5,180 (154)
Increase (Decrease) in Due to Other Funds (521) -——
increase (Decrease) in Due to Other Agencies (1) -
Increase (Decrease) in Deferred Revenue 5838 108
increase (Decrease) in Estimated Landfill Closure and Postclosure Care ........cauiccescrrismces (576) -
Other Nonoperating Revenue 1.785 383
NET CASH PROVIDED BY (USED FOR)
OPERATING ACTIVITIES 105.814 676
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating Transfers In 808 488
Transters from Governmental Funds —— 11,236
Operating Transfers Out (500) (796)
Transfers to Govemmental Funds (1.414) (743)
Federal Grants Received. -] —-—
Operating Grants Received (1,619) ——
Other Nonoperating Revenue 248 ——
Proceeds from Advances and Deposits (766) ———
Payments for Advances and Deposits (1.785) (1.481)
NET CASH PROVIDED BY (USED FOR)
NONCAPITAL FINANCING ACTIVITIES (5.026) 8,704

The accompanying notes are an integral part of the financial statements.
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Fiduciary
Fund Type Total

Nonexpendable (Memorandum
Trust Only)

$ 994 $ 56,124

(670) (670)

-_— 30,463

3 (17477
-—- )
_— 503

—— 580
—— (899)
—_— 28,181

——— e'm)
- 252
_— 5,026
_— (521)
-— ()

-—- 578)
——— 2,168

328 106.818

_— 1,256
- 11,236
- (1.29)
(323) (2.489)

5

-— (1.618)
—— 245
-—- (766)
- (3.266)

(323) 3.355

Continued on next page
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COMBINED STATEMENT OF CASH FLOWS
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
ALL PROPRIETARY FUND TYPES AND NONEXPENDABLE TRUST FUND
Year Ended June 30, 1995
( In Thousands )

Proprietary Fund Type

Intermnal
Enterprise Service
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from lssuance of Long—Term Debt $ 65,135 $ -——-
Proceeds from Contributed Capital 83,574 ———
Retum of Contributed Capital (1,025) -
Acquisition of Fixed Assets (260,154) (6.128)
Proceeds from the Sale of Fixed Assets 447 507
Principal Payment on Capital Lease (108) -——
Principal Paid on Long=Term Debt (7.615 -—-
interest Paid on Long—Temn Debt (11.413) ———=
NET CASH PROVIDED BY (USED FOR)
CAPITAL AND RELATED FINANCING ACTIVITIES {171,159) {5.621)
CASH FLOWS FROM INVESTING ACTIVITIES
Increase(Decrease) in Obligations Under
Reverse Repurchase Agreements (19,947) (581)
Purchase of investments 837 ——
(Increase) /Decrease in Accrued interest Receivable —— -
interest and Dividends Received on Investments 28,545 227
Net Change of Assets and Liabiiities:
increase (Decrease) Reverse Repurchase Agreement Interest Paid ...........c.ocuummmmncicninnann. (4.581) (36)
NET CASH PROVIDED BY (USED FOR)
INVESTING ACTIVITIES 4.854 (390)
Net Increase (Decrease) in Cash and Cash Equivalents (65.517) 3,369
Cash and Cash Equivalents at Beginning of Year 587.220 44.310
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 521,703 s 47.679

The accompanying notes are an integral part of the financial statements.
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Fiduciary
Fund Type

Total

Nonexpendable
Trust

(Memorandum
Only)

55,135
53,574
(1.025)
(266,282)
954
(108)
(7,615
(11.413)

(176.780)

(123)
(837)

€70

(4)

(20,651)
300

(5)
29.442

{4.621)

4.465

1,310

(62,142)

632.840

s 1,316

570.698
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 1995

1. SUMMARY OF SIGNIFICANT POLICIES

The City of San Diego (the "City”) adopted its charter on April 7, 1931 and operates as a municipality
in accordance with State laws. The City is governed by an elected nine member Clty Counci, including
the Mayor Residents of the Clty are provided with a wide range of services including parks, recreation,
police, fire, water and sewer services.

The accounting policies of the Clty conform to generally accepted accounting principles ("GAAP®) as
applicable to govemmental units  The following is a summary of the more significant of such policies:

A. Sco ( Financial R nt

As required by generally accepted accounting principles, these financial statements present the

t and its p t units, entittes for which the govemment is considered to be

ﬁnandally accountable,

Blended component units, although legally separate entities, are, in substance, part of the
government's operations and so data from these units are combined with data of the primary
govemment. Component unis should be included in the reporting entity financial staternents using
the blending method if either of the following criteria are met:

The component unit's governing bady is substantively the same as the governing body of the
pnmary govemnment (the City).

The component unit provides services entirely, or almost entirely, to the primary government
or otherwise exclusively, or almost exclusively, benefits the primary govemment even though
it does not provide services directly to it.

Included within the reporting entity as blended component units:

.

Cty of San Diego Metropoalitan Transit Oevelopment Board Authority
{a joint-powers agency)

Public Facilities Financing Authority

San Diego Data Processing Corporation

San Diego Faciliies and Equipment Leasing Corporation
San Diego Housing Authority

San Diego industrial Development Authority

San Diego Open Space Park Facilites District #1

San Diego Planetarium Authority (a joint-powers agency)
San Diego Stadium Authorlty (a joint-powers agency)
Redevelopment Agency of the Clty of San Diego
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SUMMARY OF SIGNIFICANT POLICIES (Continued) 'y

* Centre City Development Corporation
* Mid-Clty Development Corporation
*  San Ysidro Revitalization Project

. * Southeast Economic Development Corporation

A brief description of each blended component unit follows:

Cly of San Diego Metropofitan Transk Development Board Authority was established in 1988 by
8 joint exercise of powers agreement between the Clly and the San Diego Metropolitan
Development Board. The City of San Diego Metropolitan Transit Development Board Authority
was created to acquire, construct, maintain, repair, manage, operate and conlro! facilities, to
provide public caphal improvernents including public mass transit guideways, public transit systems
and related transportation facillies primarily benefiting the Cky The Cly appoints two
Councilmembers to the Govemning Board and the San Diego Metropolitan Develop t Board
appoints one. The Authority provides services aimost entirely to the City.

The Public Facilities Financing Authority was established in 1888 by a joint exercise of powers
agreement between the Clty and the Redevelopment Agency of the City of San Diego to acquire,
construct, mamntain, repair, manage, operate and controf facilities for public capitat iImprovemnents
The Authority provides services exclusively to the City,

San Diego Data Processing Corporation was formed in 1978 as a not-for-profit public benefit
corporation for the purpose of providing data processing services to public agencies, primatily the
City, which is the sole member. The San Diego Data Pracessing Corporation's budget and
Governing Board are approved by the City Council and it provides services almost exclusively to
the City.

The San Diego Faciliies and Equipment Leasing Corporation is a not-for-profit public benefit
corporation established in 1987 by the Cly for the purpose of acquiring and leasing to the City real
and personal property to be used in the municipal operations of the City. The City Council is the
Goveming Board and the benefit is exclusively to the CRy.

The San Diego Housing Authority is a public entity primarily serving low income families by
providing rental assistance payments, rental housing loans and other housing services. The Cty
Coundil is the Governing Board of the Housing Authority. The Housing Authority has established
a not-for-profit corporation (the San Crego Housing Commission) to admunister the operation of the
Housing Authority's functions.

The San Diego Industrial Development Authority was established in 1983 by the City (or the
purpose of providing an alternate method of financing to participating parties for economic
development purposes. The Clty Council is the Governing Board and benefit is exclusively to the

The San Diego Open Space Park Faciltties District #1 was established in 1978 by the Clty for the
purpose of acquiring open space properties to implement the Open Space Element of the City's
General Plan. The boundaries are contiguous with the City’s. The City Council is the Governing
Board and the benefit is exciusively to the City.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued) 1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

The San Diego Planetarium Authority was established in 1971 by a joint exercise of powers
agreement between the Clly and the County of San Diego. The San Diego Planetarium Authority
was created to construct a planetarium through the issue of revenue bonds, Ownership of all
assets will revert to the City when the bonds are paid in full. Operation, management and funding
of the planetarium is provided by the City. The Goveming Board is appointed by the City Council.
The San Diego Planetanum Authonty almost exclusively benefits the City.

The San Diego Stadium Authority was established by a joint exercise of powers agreement
between the City and the County of San Diego to construct the Jack Murphy Stadium through the
[ of bonds. O hip of all assets wili revert to the City when the bonds are paid
in full. Operation, management and funding of the stadium is provided by the Clty. The Govemning
Board is appointed by the City Council. The San Diego Stadium Authority almost exclusively
benefits the City.

The Redevelopment Agency of the City ot San Diego was established by the Clty in 1958 in order
to provide a method for revitalizing deterforating and blighted areas of the City and began
functioning in 1969 under the authorty granted by the community redevelopment law. The City
Coundl is the Goveming Board and the Redevelopment Agency of the City of San Diego provides
services exclusively to the City.

Centre City Development Corporation, inc. is a not-for-profit public beneftt corporation organized
in 1975 by the Cty to administer certain redevelopment projects in downtown San Diego and to
provide redevelopment advisory services to the Redevelopment Agency of the Clty of San Diego.
Centre City Development Corporabon’s budget and Governing Board are approved by the City
Council and it provides services exclusively to the City.

Mid-City Development Corporation is a not-for-profit public benefit corporation organized in 1992
by the City to administer certain redevelopment projects in the mid-city area of San Diego and to
provide redevelopment advisory services to the Redevelopment Agency of the City of San Diego.
The Mid-City Development Corporation's budget and Governing Board are approved by the City
Council and it provides services exclusively to the City.

San Ysidro Revitalization Project, Inc. is a not-for-profit public benefit corporation organized in
1989 by the City to administer certain redevelopment projects in the San Ysidro/Mexcan border
area of San Diego and to provide redevelopment advisory services to the Redevelopment Agency
of the City of San Diego. The San Ysidro Revitalization Project's budget and Governing Board are
approved by the City Council and services are provided exclusively to the City. In September 1994,
however, the Corporation was dissolved by the City Council. All assets and liabiities were then
transferred to the City.

Southeast Economic Development Corporation, inc. is a not-for-profit public benefit corporation
organized in 1980 by the City to administer certain redevelopment projects in southeast San Diego
and to provide redevelopment advisory services to the Redevelopment Agency of the City of San
Diego. Southeast Economic Development Corporation's budget and Governing Board are
approved by the City Council and sevices are provided exclusively to the City.

Discretely presented component unlts, also legally separate entifes, have financial data reported in
a separate column from the financial data of the primary government to demonstrate &t is financially
and legally separate from the primary govemment. Component units should be discretely presented
In the reporting entity financial statements when neither of the above two criteria are met.

Included within the reporting entity as discretely presented component units;
¢ San Diego Convention Center Corporation ("SDCCC")

SDCCC is a non-profit public benefit corporation originally organtzed to market, operate and maintain
the San Diego Convention Center. On July 1, 1993, SDCCC assumed similar responsibility for the San
Diego Concourse as well. It s managed by a nine member board, none of whom are members of the
Chy Council. The Clty is liable for any operating deficits and would be secondarily liable for any debt
issuances of SDCCC (curtently, there is no debt outstanding). SDCCC is discretely p ted b

R provides services direct to the citizenry.

Complete financial statements for each of the individual component units may be obtained from the
City Auditor and Comptrolier's office

Each blended and discretely presented component unit has a June 30 year end.

8 Bagis of Presentation

The accounts of the Cily are organized on the basis of funds or account groups, each of which 1s
considered a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that compnse Its assets, fiabilties, fund balancefretained
eammings, and expenditures/exp The various funds are summarized by type in the
financial stat, ts. The following fund types and account groups are used by the City'

NMENT.

Govemmental Fund Types are those through which most govemmental functions of the City are
financed The acqursition, use, and balances of the City's expendable fi ial and the
related Liabilites (except those accounted for in Propnetary Fund Types) are accounted for through
Governmental Fund Types The measurement focus is upon determinabon of financial positon
and changes in financial position, rather than upon net income detenmination, The following are
the City's Governmental Fund Types*

General Fund - The General Fund is the general operating fund of the City. H is used to
account for all finandial resources, except those required to be accounted for in another fund

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of
specrfic revenue sources (other than those for expendable trusts or for major capitat projects)
that are legally restncted to expenditures for specific purposes

ebl Service Funds - Debt Service Funds are used to account for the accumulabon of
resources for, and the payment of, general long-term debt pnncipal, interest and refated costs
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued) 1. SUMMARY OF SIGNIFICANT POLICIES (Continued)
Capital Projects Funds - Capial Projects Funds are used to account for financial resources C. Bash of Accounting

to be used for the acquisition or construction of major capital facilies (other than those
financed by Proprietary Fund Types and certain trust funds).

PROPRIETARY FUND TYPES

Proprietary Fund Types are used to account for the City's ongoing organizations and activities
which are similar to those often found in the private sector and are accounted for on the flow of
mic nt focus and use the accrual basis of accounting. Under this
method, revenues are recorded when eamed and expenses are recorded at the time liabilies are
hcuned The City applies all applicabie FASB pronouncements in accounting and reporting for
operations. The measurement focus is upon determination of net income, financial

posﬁon and changes in financial posion. The following are the City's Proprietary Fund Types:

- Enterprise Funds are used to account for operations (a) that are financed
and operated in 8 manner similar to private business enterprises - where the intent of the
governing body is that the costs (expenses, including depreciation) of providing goods or
services to the general public on a continuing basls be financed or recovered primarily through
user charges; of (b) where the goveming body has decided that periodic dstermination of

exp incurred, and/or net income is appropriate for capital
mamtenanco. public poficy, management cantrol, accountabiflly or other purposes.

intemal Service Funds - MmﬂsmFm:rcmdblmunﬁormeﬂmmdgm
orumesprovidedWonodemm“qonqhmﬂammwnmdm
CRy, ot to other governmental unts, an a cost-reimbursement basis.

EIQUCIARY FUND TYPES

Fiduciary Fund Types are used to account for assets held by the Clty in a trustes capacity or as
an agent for individuals, private organizations, other govemmental units, and/or other funds:

Tryst and Agency Funds - Trust and Agency Funds inciude Expendable, Nonexpendable,
Pension Trust and Agency Funds. Nonexpendable and Pension Trust Funds are accounted
for and reported In the same manner as Proprietary Fund Types since capital maintenance
is critical, Expendable Trust and Agency Funds are accounted for wwmm
Govermnmentat Fund Types.

ACCOUNT GROUPS

Account Groups are used to establish accounting control and accountability for the City’s general
fixed assets and general long-term debl The following are the CRy’s account groups:

Genergt Fixed Assets Account Group - This account group is estabiished to account for all
fixed assets of the City, other than those accounted for in the Proprietary Fund Types.

General Long-Term Delt Account Group - This account group s established to account for
all long-term debt of the City, except for that accounted for in the Proprietary Fund Types.

188

Governmenta! Fund Types, Expendable Trust and Agency Funds:

The modified accrus! basis of accounting Is followed In the Governmental Fund Types,
Expendable Trust and Agency Funds. Under the modified accrual basis of accounting, revenues
are recorded when susceptible to accrual, Le., both measurabie and available. Available means
collectble within the cuirent period of soan encugh thereafter to be used to pay liabillies of the
current period. Revenuss which are considered susceplible to accrual include real and personal
property taxes, other local taxes, refuse collection business licenses, fines, forfeltures and
penalties, motor vehicle license fees, interest and state and federal grants and subventures. In
applying the susceptible to accrual concept to state and federal revenues, the legal and
contractual requirements of the numerous individual programs are used as guidance.

Licenses and permits (except refuse collection business licenses), charges for services, and
miscollaneous revenues sre recorded as revenues when received in cash because they are
generally not measurable until actually received.

Expenditures are recognized when the related fund Hability is incurred except for (1) principal and
interest of genera) long-term debt which are recognized when due; and (2) employee annual leave
and ciaims and judgments from Rigation and sett-insurance which are recorded in the period due
and payable since such amounts will not currently be iiquidated with expendable avallable financial
resources. The total future fiability is reflected in the General Long-term Debt Account Group.

The SDCCC, a discretely presented component unit, is accounted for under the modified accrual
basis of sccounting.

Proprietary Fund Types, Pension Trust and Nonexpendable Trust Funds:

The accrual basis of accounting is used in all Proprietary Fund Types, Pension Trust and
Nonexpendable Trust Funds. Under the accrual basis of accounting, revenues are recognized
when eamed, and expenses are recorded when incurred. Estimated unbilled revenues from the
Water and Sewerage Utity (Enterprise) Funds are recognized at the end of each fiscal year. This
estimated amount is based on billings dusing the menth following the close of the fiscal year,

The Clly reposts deferred revenue on its combined batance sheet. Deferred revenues arise when
a potential revenue does not mest both the “measurable” and “available® criteria for recognition
in the curent period. Deferred revenues also arise when resources are received by the City before
&t has a legal claim to them, as when grant monies sre received prior to the incurrence of qualifying
expenditures. In subsequent periods when both revenue recognition criteria are met, or when the
City has @ legal claim to the resources, the Habillty for deferred revenue is removed from the
combined balance sheet and revenue is recognized.

. Property Taxes

The County of San Diego (the “County”) bills and collects property taxes on behalf of numerous
special districts and incorporated cities, including the City. The City's collection of cument year's
taxes are received through periodic apportionments from the County.
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SUMMARY OF SIGNIFICANT POLICIES (Continued)

The County’s tax calendar is from July 1 to June 30. Property taxes attach as a fient on property
on March 1. Taxes are levied on July 1 and are payable in two equal instaliments on November
1 and February 1, and become delinquent after December 10 and April 10, respectively.

Since the passage of Caliifornia's Proposition 13, beginning with fiscal year 1978-79 general
property taxes are based either on a flat 1% rate applied to the 1975-76 full value of the property
of on 1% of the sales price of any property sold or of the cost of any new construction after the
1975-76 valuation. Taxable values on properties (exclusive of increases related to sales and new
construction) can rise at 8 maximum of 2% per year. , ,

This Proposition 13 limitation on general property taxes does not apply to taxes levied to pay the
debt service on any indebledness approved by the voters prior to June 8, 1978 (the date of
passage of Proposition 13).

Property tax revenus s recognized in the fiscal year for which the taxes have been levied, provided
the taxes are received within 60 days of the end of the fiscal year. Property taxes received after
this date are not considered available as a resource that can be used to finance the current year
operations of the Clty and, therefore, are not recorded as revenue unt collected.

The City provides an allowance for uncollected property taxes of 3% of the outstanding balance
which is reflective of historical collections.

. Budgetary Data
General Budget Policles

On ot belore the first meeting in May of each year the City Manager submits to the City Council a
proposed operating and capital improvements budget for the fiscal year commencing July 1. Such
budget includes annual budgets for the following funds:

General Fund

Special Revenue Funds:
Centre Clty Development Corporation
Mid-City Development Corporation
San Diego Convention Center Corporation
Southeast Economic Development Corporation
City of San Diego Oversight Unit:
Acquisition, improvement and Operation
Environmental Growth Funds:
Two-Thirds Requirement
One-Third Requirement
Police Decentratization
Public T
San Diego Jack Murphy Stadium Acquisition
San Diego Jack Murphy Stadium Operations
Special Gas Tax Street improvement
Transient Occupancy Tax
Zoological Exhibits
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Sm OF SIGNIFICANT POLICIES (Continued)

Debt Service Funds:
Clty of San Diego Oversight Unlt:
General Obligation Bond Funds:
Pre-Arraignment Detention Facillly
Public Safety Communications Project Bonds
Other General Obligation Bonds
Capital Projects Funds:
Clly of San Diego Oversight UnZ:
Capital Outiay

Pubic hearings are then conducted to obtain citizen comments on the proposed budget. During
the month of July the budget is legally adopted through passage ol an appropriation ordinance by
the Clity Council.

The City budget is prepared on the modified accrual basis of accounting except that (1)
encumbrances oufstanding at year-end are considered as expenditures and (2) the
increase/decrease in reserve for advances and deposits to other funds and agencies are
considered as additions/deductions of expenditures. Budgets for entities over which the City
exercises oversight responsibility (comp t units) are prepared on the modified accrual basis
of accounting plus the recognition of encumbrances outstanding at year-end as expendttures.

The City budget is prepared net of obligations under reverse repurchase sgreement interest
expense. For budgetary purposes, obligations under reverse repurchase agreement interest
expense is considered a reduction of interest eamings.

Budgetary control for the CRy's General Fund is exercised at the payroll and other expendiures
fevel. Budgetary contro! for the other budgeted funds, including those of certain component units,
is maintained at the total fund appropriation level. All amendments to the adopted budget require
CityC il approval. H , the City Auditor and Comptroller, as directed by the Financial
Management Department, is authorized during the year to transfer amounts not exceeding
$25,000 between departments within the General Fund

Reported budget figures are as originally adopted o subsequently amended by the City Council
plus prior year continuing appropriations. Such budget amendments during the year, including
those related to supplemental appropriations, did not cause these reported budget amounts to be
significantly different than the originally adopted budget amounts. Appropriations lapse at year-end
to the extent that they have not been expended or encumbered.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued) 1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

The following is a reconciliation of the excess (deficiency) of revenues over expenditures prepared H. Inventodes

on the GAAP basis to that prepared on the budgetary basis (in thousands):

Special Debt Capital
General Revenue Semvice  Projects

Fund Funds Funds Funds
Excess (Deficiency) of Revenues and

fnventories, which consist of both water in storage and operating supplies, are valued at the lower
of cost or market. Such inventories are expensed when consumed.

(] ets

Proceeds from debt issuances, funds set aside for payment of Enterprise Fund revenue bonds and

" San Diego Housing Authority deposits servicing low interest construction and rehabiitation loans

&ZL:::’::?:'&:’ g‘t';lz:sFomv:v:dng made by various banks are classified as restncted assets since their use is limited by applicable
Uses - GAAP Basis $(4,893) $(1.595) $3,552  $(88,169) bond indentures.
Add (Deduct) - (Excess) Deficiency of :
R and Other Fi ing Fixed Assets
Sources Over Expenditures and )
Other Financing Uses - GAAP Basis General Fixed Assets:
- d: 0 5.608 3,619 87.097
81'::'92::1 ?’z?\g:m Funds ¢ ) General fixed assets are those acquired for general governmental purposes. Assets purchased
Deduct: ) are recorded as expenditures in the Governmental Fund Types and capitalized at cost in the
Encumbrances Outstanding, General Fixed Assets Account Group. Donated fixed assets are recorded in generat fixed assets
June 30, 1995 (5.323) (18,230 0 (8,489) at estimated fair market value at the ime received. Certain assets for which actual costs are not
Reserved for Advances and practically determined have been valued on the basis of a professional valuation which determined
Depostts, June 30, 1995 (11,330) (3.254) 0 (130) their estimated historical cost.
- for Adval . .
A:‘:\d ?J:::g Jt::ne 30." ;: ;;4 16.069 1,683 0 0 Fixed assets comprising the infrastructure of the City, including roads, bridges, pools, curbs and

Excess (Deficiency) of Revenues and
Other Financing Sources Over

gutters, streets and sidewalks, drainage systems, and lighting systems, have not been capitalized.
Such infrastructure assets normally are immovable and of value only to the Clty. Therefore, the

Expenditures and Other Financing purpose of stewardship and cumulative accountability for capital expendttures is satisfied without
Uses - Budgetary Basis $6547D 015799 S 6D  $9.89D recording these assets. .
No depreciation has been provided on general fixed assets
Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expendiure of funds are recorded in order to reserve that portion of the applicable appropriation,
15 empioyed as an extension of formal budgetary conbrol in the budgeted Governmental Fund

Types.
Encumbrances outstanding at year-end are reported as reservations of fund balances since the

commtments wili be honored through subsequent years' conlinuing appropriations.
Encumbrances do not constitute expenditures or liabilities for GAAP reporting purposes.

. Investments

Investments are stated at cost or amortized cost which approxdmates market. Gains or losses on
investments are recognized upon sale of the investments. Investments in the Deferred
Compensation Plan Agency Fund are recorded at market value. See Nate 8 far more information
on the Deferred Compensaton Plan.
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Proprietary Fund Type Fixed Assets:

Fixed assets owned by the Proprietary Fund Types are stated at cost if purchased or constructed,
or at estmated farr market value if received as a donation, Depreciation has been provided over
the estmated useful fives using the straight-line method. The estimated useful lives are as follows:

Structures and improvements 30-40 years
Plants, dams, canals, laterals and equipment 5-150 years

nteragency Curren eivables, P es an

For reporing purposes, the City considers interagency long-term loans to be operating transfers.
Accordingly, "loans recelvable” are classified as “ransfers out” while “loans payable® are classified
8s “transfers in". Interest on loans are recorded only when due. Loan amounts, including interest,
are noted in the footnotes to this report. When loans are repaid, such transactions are also
recorded as "transfers out” (ypically from the Debt Service Fund) and “transfers in,” and the foan
balance is reduced in the footnotes. Interagency current receivables and payables are classified
as accounts “receivable from” and "due to" other funds (See Note 6)
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1.

SUMMARY OF SIGNIFICANT POLICIES (Continued)

Long-term habifities expected to be financed in future years from Governmental Fund Types are
accounted for in the General Long-Term Debt Account Group. Long-term liabildies of all

Proprietary Fund Types are ted for in their respective funds.

M Employee Annual Leave '
Th; ‘City provid bined 1 leave \o cover both vacation and sick leave. itis the City's
policy to permit employees to ulate b 625 weeks and 17.5 weeks, depending on hire

dale of eamed but unuscd annual leave. Accumulation of these earnings will be paid to
ployees upon separation from service,

In addition, sick leave eamed through August 1981‘ by employees hired prior to July 1, 1975 is
payable upon separaton under the foliowang conditions: (1) 50% of the employee’s accrued
amount upon retrement or death, or (2) 25% of the employee’s accrued amount upon resignaton,

in Governmental Fund Types and Expendable Trust Funds, the costs for annual leave that 1s
expected to.be liquidated with expendable available financial resources is reported as an
expenditure and a fund liability of the governmental fund that will pay . Amounts not expected to
be tiqudated with expendable avalable financial resources are reported in the generat long-term
debt account group No expendture is reported for these amounts. In Proprietavy Fund Types,
annual leave benefits are recorded as a liabilty in the period earmned.

N.Q@.mm_Jﬂmm;

In Governmental Fund Types, the costs of claims and judgments are recorded-as expenditures
when payments are made, The lability for anticipated future ctaims is recorded in the General
Long-Term Debt Account Group in recognition of the City’s obligation to fund such costs from
future operations. In Proprietary Fund Types, the costs of claims and judgments are recorded
when the llatulity is incurred and measurable.

O. Eund Equity

Portions of fund equity have been reserved for specific purposes. Reservations were created to
etther (1) satisfy legal covenants that require a portion of the fund balance to be segregated or (2)
identify the portion of the fund balance that is not appropriable for future expenddures.

Designated fund balance indicates that portion of fund equity for which the City has made tentative
plans.

Undesignated fund balance indicates that porion of fund equity which is available for appropriation
in future periods.

18-1%

SUMMARY OF SIGNIFICANT POLICIES (Continued)

P. Statement of Cash Flows

All of the related City's restricted and unrestricted "Cash or Equity in Pooled Cash and
Investments® and "Cash with Custodian/Fiscal Agent” are classified as cash and cash equivalents,
since they are readily convertible 1o known amounts of cash or 30 near to their maturity that they
present insignificant risk of changes In value because of changes in interest rates.

Q Memorandum Onk - Total Columns. on Combined Statements

Amounts In the "Total - Memorandum Only” columns in the combined financial statements are
presented to aggregate financiat data. The total includes fund types and account groups that use
different bases of accounting and the captions "Amount Available for Payment of General Long-
Term Debt” and "Amount to be Provided for Retirement of Long-Term Debt” which are not assets
in the usual sense. Data in these columns do not present financial position of results of operations
in conformity with generally accepted accounting principles, nor is such data comparable to a
consoldaton. Interfund eliminations have not been made in the aggregation of this data,

R. Comparatve Data

Comparative total data for the prior year have been presented in the accompanying combining
financial statements in order to provide an understanding of changes in the City’s financal position
and operatons. However, comparative data have not been presented in the combined statements
because their inclusion would make certain statermnents unduly complex and difficult to understand.

CASH AND INVESTMENTS

As provided for by the Government Code, the cash balance of substangally all funds are pooled and
invested by the City Treasurer for the purpose of increasing interest eamings through investment
actvibes. The respective funds' shares of the total pooled cash and i ts are included in the
accompanying combined balance sheet under the caption “Cash or Equity in Pooled Cash and
Investments,” Interest earned on pooled investments Is deposited to certain of the participating funds
based upon each fund's average daily deposit balance during the allocation period with all remaining
interest deposited to the General Fund.

“Cash With CustodianFiscal Agent” represents funds held by bank trustees on behalf of the Crty and
its component units. For several component units, the purpose of these accounts is to invest cash
related to certain outstanding long-term debts and to distribute principal and interest payments to
debtholders For other component units and the Clty, the purpose of these accounts is solely to
distnbute principal and interest pay to debthold

“Investments at Cost in the combined bal: sheet rep nt P Trust Fund investments,
deferred P 4 ts, and various special revenue, debt service, capital projects and
muscellaneous trust fund investments.
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2. CASH AND INVESTMENTS (Continued) 2. CASHAND INVESTMENTS (Continued)

Aggregate cash or equity in pooled cash and investments, cash with custodianfiscal agent,
investments at cost, and restncted pooled cash and investments are as follows at June 30, 1995 (in
thousands)*

Total

Cash or equity in pooled cash and investments $1,281,137
Cash with custodian/fiscal agent, including restricted

cash with custodian 29,092
Investments at cost 1,429,220
Restncted pooled cash and investments 14,976
Total $2754.425

Deposds

At June 30, 1995, the carrying amount of the Cty’s cash or equity in pooled cash deposts (cash, non-
negobable certficates of deposit and money market funds) was approxmatety $44,715,000 and the
net ba! per financial institubons was approximately $59,458,000, the difference of which
is substantally due to deposits in transt and outstanding checks. Of the balance in financial
institutons, approximately $683,000 was covered by federal depository insurance and approximately
$64,995,000 was uninsured. Such uninsured deposits are with financial insttutions which are
indsadually legally requised to have g t deposits collateralized with government securities held
by the pledging financial insttution’s trust departments in the govemment's name. The market value
of such pledged securmies must equal at least 110% of the government's deposits.

At June 30, 1995, 'éash with Custodian/Fiscal Agené‘ (approximately $29,093,000) was held by the
trust departments of varous banks and was not covered by federal depository insurance or
collateralized by secunties owned by the bank.

Deposits - SDCCC

On June 30, 1995, the camrying amount of SDCCC's cash deposits was $2,612,888 and the bank
balance was $3,407,287. Of the bank balance, $100,000 was covered by federal depostory
insurance, The remamnder was covered by collateral held by financial institutions which are individuaily
required by state law to have governmental deposits collateralized at a rate of 110% of the deposit,
The collateral 1s considered to be heild in the name of SDCCC.

Atthe end of each b day, all bal over a target balance are automatically transferred and
nvested in a taxable money market mutual fund which invests in a portfolio of high-quality, short-term
secunties consistent with SDCCC's investment policy. These invested funds are not insured or
guaranteed by the FDIC or the U.S. Govemnment, are not obligations of the bank, and are not
guaranteed by the bank.
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Investments

In accordance with the charter of the Clty of San Diego and under authority granted by the City Council,
the City Treasurer is responsible for investing the unexpended cash in the City treasury. This
Investment policy applies to all of the investment activities of the City, except for the Penslon Trust
Funds (for which policies are noted below), the proceeds of certain debt issues which are managed
and invested by trustees appointed under indenture agreements and the assets of tryst funds which
are placed in the custody of the Funds Commission by Council ordinance. All financial assets of all
other funds are administered in accordance with the provisions noted here.

The City may transact business onfy with banks, savings and loans, and investment securities deaters
who are primary dealers regularly reporting to the New York Federal Reserve Bank. Exceptions to this
rule can be made only upon written authonzation of the City Treasurer. Authorized cash deposits and
investments are governed by state faw, as well as by the City’s own written investment policy Within
the context of these imitations, permissible investments include (1) obligatons of the U § government
and federal agencies, (2) commercial paper rated A-1 by Standard & Poor's Corporation or P-1 by
Moody's Commercial Paper Record, (3) bankers' accepiances, (4) negotiable and/or non-negotiable
certficates of deposit and non-negotiable time deposits issued by a nationally or state chartered bank
or a state or federal savings and loan association, (5) repurchase and reverse repurchase agreements,
{6) the local agency investment fund established by the state treasurer, (7) financial futures contracts
in any of the other authorized investments which are used to offset an existing financial position and
not for outright specutaton, (8) mortgage securites purchased under an agr t to resell, (9)
medium-term corporate notes of a maximum of five years matunty issued by corporations operating
within the United States and (10) shares of beneficial interest issued by diversified management
companies, as defined in Section 237g1m of the Revenue and Taxation Code.

All non-negotiable time certificates of deposit are to be fully collateralized with mortgages or eligible
securthes in accordance with state law

The City, through its Investment Policy, has identified the safety of principal as the foremost objective
of the Clty. Each investment transaction shall seek to ensure that capital losses are avoided, whether
from securities default, broker-dealer default, or erosion of market value The City shall seek to
preserve principal by mitigating the two types of risk, credit risk and market risk.

Cred?t Risk shall be mibgated by investing in only very safe securities and by diversifying the investment
portfolio so that failure of any one issuer would not unduly harm the City's cash flow,

Market Risk shall be mitigated by limiting the average maturity of the City's portfolio to three years and
the maximum maturity of any one secunty in the portfolio to five years, and by structunng the portfolio
with an adequate mix of highly liquid securiies and maturities to meet major cash outflow
requirements. Trading is prohibited when cash or securities are not available to pay for the securties
bemg purchased. The taking of short positions, that is, selfing securities which the City does not own,
is also protubited. It is explicitly recognized herein, however, that in a diversified portfolio, occasional
measured losses are inevitable; and must be considered within the context of the overall investment
return. -
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2, CASH AND INVESTMENTS (Continued) 2. CASH AND INVESTMENTS (Continued)

The foliowing investments betow are additonally restricted as to percentage of the cost value of the The Ciy's lnvestments at June 30, 1985, that can be specifically Kentified as to credi sisk are
portfolio in any one issuer name up to a maximum of 5%. The total cost vatue invested in any one categorized as described below (in thousands):
Issuer name will not exceed 5% of an issuer's net worth. An additional 5%, or a total of 10%, of the .,
costvalue of the portfolio in any one issuer name can be authorized upon written approval of the City Catogom 1 Insured or registered, or securities held by the City or its agent in the City's name.
T .

reasurer. Category 2: Uninsured and unregistered, with securitfes held by the counterparty’s trust
*  Bankers Acceplances . department or agent in the City's name.
* Commercial Paper Category 3:  Uninsured and unregistered, with securiies held by the counterparty, or by Its trust
* Negotiable Certificates of Deposit department or agent but not in the City's name.
* Repurchase Agreements
. Re:erse Reptfchase Agreements Investments that are not subject to credit risk categorization, but that require carrying amount and
+  Local Agency Investment Fund market value disclosure are also presented below (in thousands).
Ingligible Investments not descnbed in the City's Investment Policy, including, but not limited to,
common stocks and long-term corporate notes/bonds are prohibited from use in the portfolio. A copy Cateqory c Market
of the City's Investment Policy may be obtained fram the City Treasurer's office, "tﬂl 3 ;JME g:ngg Value
Investments for the Pension Trust Fund are authorized to be made by the Board of Administration of S " ritie: 1,194 227 $3.767 s 0 $1.197.994 $1.202.149
the City Employees’ Retirement System in accordance with the charter of the City. The Board is x'eg'o%:z;" :;;Pﬁc::: of dsems“ s 60:482 0 0 ' 50: 482 " 60:278
authorized to invest in any bonds o securities which are allowed by general law for savings banks, The Commercial paper 122,147 0 0 122,147 123,524
Board has further restricted the authorized investments to those believed by independent investment Corporate notes/bonds 401.708 0 0 401.708 - 400.108
counsel to be appropriate for investment by trust funds operating under the “prudent man" rule as set Common stock 571.414 0 0 571.414 683316
forth in state law. These investments include, but are not imited to, bonds, notes or other obligations, Mortgage notes 11.813 0 0 11,813 12,180
real estate investments, common stocks, preferred stocks and pooled vehicles. Investments can also Repurchase agr " £2 351 0 0 5235 52354

be made in financial futures contracts in any of the other authorized investments which are used to
offset an existing financial position and not for outright speculation.

Investment with California Local

$241442 $3767 S0 $2417909  $2,533,906

-
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Investment policies permit the Pension Trust Fund to invest in financial futures contracts. Financial F 10.26 30262
futures contracts, which are recorded at market value, are not hedges of existing assets, and changes ,m,‘,“ﬁ%mb,&?&demn 262 2
in the market value of the contract result in recognition of a gain or loss. under agr "
104,048 104,048
A copy of the Pension Trust Fund's investment policy may be obtained from the Retirement office. mmulalsmgnz\;emmem securives 101 101
A Real estate/mineral interest funds 71,948 71,948
epur re Deferred compensabon 58350 56350
Investment policies permit the Clty to enter into reverse repurchase agreements which is a sale of
securiies with a simuita agr tto h them in the future at the same price plus a Total investments 32600018 272813
contract rate of interest. The market value of the securities underlying reverse repurchase agreements
normally exceeds the cash received providing the dealers a margin against a decline inthe market
value of the securities. If the dealers default on their obiigations to resell these securities to the Ciy
of provide securities of cash or equal value, the City could suffer an economic loss equal to the
difference between the market value plus accrued interest of the underlying securities and the reverse
tepurchase agreement obligation, including accrued interest payable. There was no such credit
exposure at year-end. Interest i d under repurchase agreements amounted to
$9,542,005 for the year ended June 30, 1995.
. 18-16
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2. CASH AND INVESTMENTS (Continued)

included above are investments under the Pension Trust Fund - City Employees Retirement System

and are as follows (in thousands):

Cateqory Carrying Market

1 2 © _Amoynt  _Valve

U S. government securities S 242922 $ 0 $ 0 $ 242,922 $ 245,121
Negotable certficates of depost - 0- 0 0 0 0
Commercial paper 24114 0 4 0 24,114 24,644
Corporate noteshonds . 320,787 0 ' 0 320,787 318,945
Common stock 569,330 [} [} 569,330 680,039
Morigage notes 11,813 9 0 11,813 12,180
$1.168.966 [ 9} s..0 $1,168,968 $1,260,929

Real estate/mineral interest funds

Total Im estments

71948 71,948
‘81240914  §1352877

THE CITY OF SANDIEGO - -
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Investments are stated at cost of amortized cost, except for lnveslmants in the Deferred Compensaﬂon
Plan Agency Fund which are reported at market value
“, .
umm; f De; and Inv ents . : ! )
‘Following is a summary of the carrying amount of deposits and investments at June 30,1995 @n
thousands):

Cash and pooled cash deposits $ 44715
Cash with custodian/fiscal agent - ' 29,092
Investments 2680618
Total $2754.4235
Investments - SDCCC
SDCCC has ‘approximately $357,599 invested in deferred pensation which is not subject to
categonzation.
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3. FIXED ASSETS

A summary of changes in general fixed assets for the year ended June 30, 1995 Is as follows (in

General Fixed Assets
thousands):
Balance
July1,1994  Additions
Land $306,058 $ 19,902
Structures and
improvements 364,963 21,951
Equipment 146,667 13514
, Subtotal " gi7ess 55367
Construction
in progress 139,907 54,119
. Total $952.505 $100.488

Adjustments

And Balance
_Transfers Deletions June 30, 1995
$ (355) $ 659 $ 324,946
(460) 3,342 383,112
3 7.953 149,922
{3,121) 11,954 857,980
(1.062) . gos8 186,066
$£00.183) $12.852 $1,044046

. The following is a summary of general fixed assets for SDCCC at June 30, 1995 (in thousands):

' Balance

July 1, 1994
' Furniture/Equipment $ 911
Software 164
Leasehold Improvements 715
Total Fixed Assets $1.790

roptie! und Type Fix

Additions Refirements  June 30, 1995

$312
14

-5
fxki

$ 0 $1.223

0 178
-0 120
i 0 s2421

A summary of Proprietary Fund Type Fixed Assets at June 30, 1995 is as follows (in thousands):

Lend

Structures and improvements

Plants, dams, canals, laterals and equipment
Other

Construction in progress

Total
Less - Accumulated depreciation

Total, net

16-18

Enterprise
—Funds

$ 7465
17,266

- .. 1,082,644

485
— 951,878

2,059,718
—(328813)

Intemat
Service Fynds
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FIXED ASSETS (Continued)

Constryction In Progress
A summary of construction in progress (CIP) at June 30, 1995 Is as follows (in thousands):

General Fixed Asset Account Group:

City $ 67.432
Housing Authority 60277
MTDB Authority 58357
Total General Fixed Asset Account Group 186,068
Enterprise Funds: '
Airports 3312
Golf Course 4,208
Sewerage Utility 752,496
Environmental Services 33995
Water Utility 157,866
Total Enterprise Funds 51,8
Internal Service Funds:
Central Garage and Machine Shop 1,481
Total Construction in Progress . $1.139.424

The Sewerage Utllity Fund and Water Utility Fund CIP of $752,495,000 and $157,863 000
respectively, represent 79.9% of total CIP for the year ended June 30, 1995.

The S Utifty’s co tion plans for varfous projects are estimated to cost approximately
$206874 000 As of June 30, 1895, the Sewerage Utility's contractual commitments for the projects
totalted approximately $158,741,000. Ris intended that the contractual commitments be financed wﬂh
approved State and Fodenl grants and service charges.

The Water Utility's comlrucﬂon plans for various projects are estimated to cost approxdmately
$54,935,000. As of June 30, 1995, the Water Utiity's contractual commitments for the projects totalled
approximately $30,809,000. R isintended that the contractual commitments be financed with reserves
and sefvice charges.

Construction commitments are authorized by Clty Council and have various completion dates. It is not
anticipated that additionat future financing will be required for projects currantly in progress.

GENERAL LONG-TERM DEBT

General long-tenmn dett consists of general obligation bonds, special assessment bonds, tax allocation
bonds, contracts payable, notes payable, capital lease obliglﬂons Rability claims (also see Note 17
and Nate 18 for more information on contingencies and third party debf) and accrued annual leave.
A summary of these obligations as recorded in the General Long-Term Debt Account Group as of
June 30, 1995 is as follows (in thousands):

18-19 '

GENERAL LONG-TERM DEBT (Continued)

. Interest
Tyne of Obligation ~Rates
Geperal Obligation Bonds:
Public Facilities Financing Authority
Sewer Revenue Bonds of 1993 2.8-5.25%
San Diego Planetarium Revenue
. Bonds, issued April 1971 5.0-7.0
Open Space Park Bonds of 1978,
Series 79A, issued April 1979 60-8.0
San Diego Stadium Authority -
1994 Refunding Bonds 4.0-4.75
Open Space Park Refunding Bonds
of 1988, issued June 1986 6.0-7.5
Open Space Park Refunding
Bonds of 1994 5060
Metropolitan Transit Development
Board Authority Lease Revenue
Bonds of 1989, issued June 1939 6469
Metropolitan Transit Develop
Board Authonty Lease Revenue
Refunding Bonds of 1994 4.25-5625
Metropolitan Transit Development
Board Authorily Lease Revenue
Bonds of 1993 26-5375
Municipal Improvement Bonds of
1891, issued March 1991 §0-80
San Diego Facilties Equipment
Leasing Certificates of Partcipation
of 1991, issued July 1991 5.0-6.95
San Diego Facilies Equipment
Leasing Certificates of Participation
of 1993, issued November 1993 3956
Certificates of Participation
01991, issued August 1991 80

Total General Obligation Bonds
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Maturity
Qate

2023
1996
2009
1998
2005
2008

2009

2009

2023
2012

2021

2023
2002

Original
Amoynt

$250,000
3,000
15,000
6.220
32,790
64,260

31,240
66,570

18,515
25,500

11,810

27,985

b

Balance

$242,785
455

6,220
3,400
64,260

5,240

65,685

18,640
23,810

11,400
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GENERAL LONG-TERM DEBT (Continued)

Tsoe of Obiigation
| n £y

1915 Act Otay Mesa Road
Improvement Bonds,
issued June 1966 - -

1915 Act Via De La Valle
Improvement Bonds,
issued October 1986

1915 Act Rio Vista Center
Assessment District 1987
Reassessment and Refunding
Bonds, issued April 1987

1915 Act Alta Vista Annexation
Sewer & Water Maintenance
1987 Reassessment 8
Refunding Bonds, issued
Aprit1987 -

1915 Act Lopez Canyon Sewer
& Retention Basin 1987
Reassessment & Refunding
Bonds, issued April 1987

1915 Act Mira Mesa Bivd,
Assessment District 1987
Reassessment & Refunding
Bonds, issued April 1987

1915 Act Sunset Cliffs
Stabilization 1987
Reassessment & Refunding
Bonds, issued April 1987

1915 Act First San Diego River
Improvement Project Bonds,
issued July 1987

1915 Act Otay Intemational
Center improvement Bonds,
issued September 1988

1915 Act De La Fuents
Business Park Improvement
Bonds, issued April 1989

1915 Act Somento Valley

Road tmprovement Bonds,
issued June 1989

1915 Act Cafle Cristobal
improvement Bonds,
issued July 1989

Interest

Maturity

—Rates Date_
8.2% 1999
6.0-883 . 2003
65-7.7 1998
6078 1999
6579 2000
6577 1998
6577 1998
6578 2008
6080 2014
7.0-7.7 2014
6.0-7.0 2010
6.8-7.0 2015

1821

Original

" Amount

$1,148

2,115

1,105

.

220

1,750

- 1,910

v 560

%

24,082

6,995
4,897
1,632

19,195

Outstanding
June 30, 1995

$ 105

1,095

150

S0
755
600

195
19,170
5,770

4,380
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GENERAL LONG-TERM DEBT (Continued)

Interest Maturity
Type of Obligation —Rates Date
Special Assessment Bonds' (Continued)

1815 Act Otay International

Center-Phase Il Improvement

Bonds, issued Sept. 1989 6.0-7.4% 2015
1915 Act intemationat Business

Cénter Project, issued

September 1990 6.1-7.4% 2016
1915 Act Misslon Valley Heights,

issued September 1990 6.5-7.9 2016
1915 Act Otay Mesa industriat

Park, issued May 1992 5.5-7.95 2013
Special Tax Bonds, 1991

Series A, Miramar Ranch

North, issued July 1991 6.0-8.5 2017
1915 Act De La Fuente

Business Park Phase I,

issued July 1992. 40-71 2018
1915 Act Black Mountain

improvement Bonds, issued
- December 1992 6.2-7.0 2018

Total Special Assessment Bonds

K

TaxAllocation Bonds:

Horton Plaza Project Tax

Allocation Bonds, Series

1977, issued November 1977 5.8-6.7 2002
Horton Plaza Project Tax

Allocation Refunding Bonds

Series 1980, issued July 1988 5.8-8.1 2009
Centre City Redevelopment

Project Tax Allocation

Refunding Bonds Senes 1992,

issued October 1892 3.08.0 2008
Centre City Redevelopment

Project Tax Allocation

Bonds, Series 1993A 8 B,

Issued November 1993 4.875-6.5 2018
Gateway Center West

Redevelopment Project Tax

Allocation Bonds, Series 1995,

issued June 1995 7.8-9.75 2013
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Origina)
Amount

$12,212

4172
8,570
2235

35,340
5,987

$.500

11,000

11,635
36,935
§4,350

1.400

Balance

$10,575

3445
7.420
2110

34,195

§,795

—5.385
1183

2,165

9,855

33,525

53,075

1,400
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4 GENERAL LONG-TERM DEBT {Centinued) 4, GENERAL LONG-TERM DEBY {Continued)
n Matury Balance
terest tu Original Outstanding Balance
Type of Obligation —Rates Amount Interest Maturity Original Outstanding
{ Qbligation —Bates.  Date  Amoun June 30, 1995
Tax Aligcation Bonds: (Continued) Notes Payable: (Continued)
Mount Hope Redevelopment Notes payable to HCD, dated
Project Tax Allocation Bonds, November 1986 3.0% Various $ 155 $ 155
Series 1995A & B, issued Notes payable to HCD, dated
June 1995 4.482% 2020 $ 5155 $ 5158 March 1981 30 Various 20 20
Southcrest Redevelopment Notes payable to HCD, dated
Project Tax Aflocation Bonds, October 1980 30 Various 30 30
Series 1995, issued June 1995 47585 2011 —3.750 3.750 Notes payable to HCD, dated
NMay 198: ’ MA 3.0 Various [} 6
Total Tax Allocation Bonds 1 ote payable to GMAC,
m -08.725 dated May 1988 85 Various 1 7
Total Bonds Payable 703,320 Notes payable to the
Redevelopment Agency,
n Pa ' various dates 0.0 2022 209 696
Note payable to Valley
Contract Payable to City of Mortgage, dated February 1995 11.0 2002 225 225
National Ctty, dated March 1987 75 2002 217 1.290 Note payable to Lorren Daro,
Contract Payable to County . dated March 1995 8.0 2005 257 252
of San Diego, dated June 1987 110 2013 423 100 Note payable to David Engel,
Contract Payable to DP dated December 1994 6.0 2004 4,800 4,800
Partnership, dated May 1988 11.0 2024 389 114 .
Total Notes Payable $86.992 97.803
Total Contracts Payable $2.983 1,504
Capital Lease Obligations
Notes Payable: . For Various Office
Equipment, Various Dates Various Various 68 "
Notes payable to HUD, \
various dates Various Various 48,351 §5.438 Liability Ctaims 24,231
Note payable to HCD, .
dated Juty 1981 0.0 2013 1,405 1,405 Accrued Annual Leave 29934
Note payable to HCD, ’
dated April 1983 0.0 2015 3,149 3.149 Total General Long-Term Debt $866.203
Mortgage note payable to .
Bank of America, dated
February 1985 102 2025 £ 3,658 3,537
Notes Payable to San Diego
Association of Governments, .
various dates Various Various 24,8025 26,283
Notes Payable to Banc One,
various dates 8.11 2009 1.698 1633
Nots payable to the 15t . . ,
Nationwide, assumed
December 1992 Variable 2011 195 167 . o
: 1on - v . 1824
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GENERAL LONG-TERM DEBT (Continued)

The following Is a summary of changes in general long-term debt for the year ended June 30, 1995
(n thousands): .

Balance - Balance

July1,1994  Addiions ~ Retrements  June 30,1995
General obtigation bonds $500.608 $6.220 $30,581 $476.245
Speciaf assessment bonds 123,830 ] 5480 118,350
Tax aflocation bonds 102,705 10,305 4285 108,725
Contracts payable 3673 0 2,169 1.504
Notes payable 85,809 16,145 4,151 97,803
Capital lease obligations 24 0 17 "
Uabilty claims 20,795 3,438 [} 24,231
Accrued annual leave 39486 448 1] 29934
Total $876928 5383554 $46.813 $860.803

The following is a summary of changes in general long-term debt for SOCCC at June 30, 1995 (in
thousands):

Balance Balance
Juty 1, 1994 Addltions Retirements
Accrued Annuat Leave $409 $709 $856 $462
Total Long-term Debt 8409 $209 £656 $482

The Clty is obligated to levy and collect taxes for payment of principat and interest on the general
obligaton bonds. Certain bonds may be called at specified premiums,

The special assessment bonds were issued by the Clly to provide funds to make certain Improvements
in special assessment districts created by the City. The obligations are payable from property
assessments against benefiting property owners for which liens have been attached. In the event of
delinquencies in the payment of the property owners' instaliments, the Cty, in the absence of any other
bidder, is obligated, by deposhs from available surplus funds in the applicable Redemption Fund, to
purchase at delinquent reassessment sales and pay future delinquent instaliments of reassessments
and interest thereon until the land is resold or the applicable bonds are redeemed. -
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GENERAL LONG-TERM DEBT (Continued)

The annual requiremnents to amertize such long-term debt outstanding as of June 30, 1885, including
interest payments to maturily, are as follows (in thousands):

Yoar General Special Tax Capital
Ending Obtigation Assegssment  Allocation Contracts  Notes Lease
June 30, Bonds _Bonds ~ _Bonds  Payable Pavable Obfigations
1996 $41,040 $ 3,830 $ 10,102 $ 330 $3208 $11
1997 45,048 3,851 10285 23 4718 (]
1998 40,995 4,151 10273 252 1727 ]
1999 38,880 4,138 10,160 252 1,737 0
2000 38,261 4,425 8676 132 1.747 0
Thereafter 812,283 106,966 137.031 176 92475 _o
Subtotal 816,487 127,361 187.527 2,065 1056810 11

Less-Amounts
representing
interest (340242 (9011 (78802 (561 (180D o
Total $476.245 $118350  $10872F  $1504  §97803 s

instaiiment Purchase Agreement

The City and the Public Facllities Financing Authority (PFFA") entered into an instaliment purchase
agreement for the acquisition, construction, instaliation, and improvement of its wastewater system.
PFFA obtained financing for the project through an issuance of bonds secured by instaliment payments
o be made by the Clty. The City has pledged revenues from its wastewater system to finance these
installment payments in an amount equal to the principal and Interest tequirements for the associgted
bonds.

Defeasance of Debt

in October 1394, the San Diego Stadium Authority issued the $8,220,000 Lease Revenue Refunding
Bonds, Series 1994A to advance refund the 1983 Lease Revenue Bonds. The proceeds of the
refunding bonds were to provide for all future debt senice payments on the refunded bonds In
addition, the Authority's 1966 Lease Revenue Bonds were self-defeased with available deposits of
$9,645,873 in custodial accounts. As a result, $5,340,000 of the 1983 Lease Revenue Bonds and
$9,365,000 of the 1966 Lease Revenue Bonds are considered to be defeased and the corresponding
fiabilty has been removed from the general long-tern debt account group. The refunding transaction
will result in an economic gain or present value savings of appraximately $750,000 over the refunded
1983 Lease Revenue Bonds.

At June 30, 1995, $155,380,000 of defeased bonds including those defeased in prior years are still
outstanding.
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S, PROPRIETARY FUND TYPE LONG-TERM DEBT 8. PROPRIETARY FUND TYPE LONG-TERM DEBT {Continued)
Propnetary Fund Type long-term dett s of June 30, 1995 is comprised of the following (in thousands): Annual requirements to amorfize such long-term debt as of June 30, 1995, including Intetest payments
to maturity, are as follows (in thousands):
Balance
Interest Matunty Original Qutstanding General Capitat
—Type of Obligation Rates Date Amount  June 30,1995 Year Ending Notes Obiigation Contracts Lease
~une 30, Payable —Bond LPayable ObBgations
Notes Payable*
1996 $ 16,891 $2,184 $109 $102
Instaliment Purchase 1997 16,570 927 100 102
Agreement, 1993 2.8-5.25% 2023 $247,145 $242,786 1998 16,866 [/} 0 102
Note payable to insurance 1999 16,443 /] ] 0
company, dated August 1980 100 2011 1,200 422 2000 16,332 0 0 0
Note payable o bank, Thereafter 375,334 -0 -0 -0
dated October 1992 48 1997 1.700 948
Total 458,458 3111 209 306
Total Notes Payable $230,045 244,154
Less-Amounts
General Obligation Bond representing interest (214,302 171 {0 19
Certficates of Participation, Total $244.154 $2.940 $209 3267
dated September 1990 73 1986 $ 9205 2940
ontracts Payable*
6. INTERAGENCY LONG-TERM DEBT
Contracts payable to County of
San Diego Various 1997 100 100 t.ong-term debt between the City and its component units has been eliminated in this seport. During
Other contracts payable Various 1995 41 109 the year, the Redevelopment Agency of the City of San Diego has repaid $1,510 730 pdnupal and
$4,299,562 interest to the Clly and the Clty has advanced $4,603,532 to the A
Total Contracts Payable .14 —209 8 and 12% totaling $7,874,882 was added to the amount owing for the year. A June 30, 1995,
interagency loans (including interest) were as follows (in thousands):
Caprtal Lease Obiigations for
Vanous Equipment, Various Dates Various Various 396 287 Loans and Loans and
Note Receivable Note Payable
Uiabilty Claims 9,420
City of San Diego $168,987 $ 0
Accrued Annual Leave 10,251
Redevelopment Agency of
Total Proprietary Fund Type Debt $267.261 The City of San Diego 0 168,987
Total $166.987 $160.981
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1.

LEASE COMMITMENTS

rafi 2!
The following is a schedule of future minimum rental payments required under operating leases
entered into by the Caty for property that has initial or remaining non-cancelable lease terms in
excess of one year as of June 30, 1995 (in thousands):

Year Ending June 30

1996 $8,906

1997 8.471

1998 8,235

1999 8,224

2000 8,138

Thereafter 23277

Total $55.251
Rent expense as related to operating | was app tely $10,295.000 for the year ended
June 30, 1995.
Capttal Leases
The City has entered into vanous caprtal leases for equipment, vehicles and property. A schedule
of future lease pay ts under caprtal leases as of June 30, 1995 is provided in Note 4
Lease Revenues
The City has operating leases for certain land, buildings and facilities with tenants and
concessionaires who will provide the following minimum | lease payments (in th ds):

Year Ending June 30

1996 $17.735

1997 17,077

1998 16,717

1999 16,401

2000 16,138

Thereafter 412,157
Totat $496.225

This amount does not include contingent rentals which may be received under certain lsases of
property on the basis of percentage retums. Contingent rentals amounted to approximately
$19,881,677 in the year ended June 30, 1995.
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DEFERRED COMPENSATION PLAN

The Chy offers s employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457. The plan, svailable to all full-ime Clty employees, permits them to defer
a portion of their salary untl future years. The deferred compensation is not available to employees
untl] termination, reirement, death, disability or an unforeseeable emergency.

The City funds all amounts of compensation deferred under the plan through investments in various
mutual funds administered by an insurance company. Such investments and all related eamings
thereon are (unt paid or made available to employee or cther beneficlary) solely the property and right
of the City (without being restricted to the provisions of benefits under the plan), subject only to the
claims of the Clty's general creditors. Participants under the plan have only the right to receive benefits
in an amount equat to the batance of the participant's book account batance.

The City is of the opinion that it has no liability for losses under the plan but does have the duty of due
care that would be required of an ordinary prudent investor. The City beli that it is uniikely that ¢
will use the plan’s assets to satisfy the claims of general creditors in the future.

The Cly accounts for the plan as an Agency Fund. The assets are stated at the market value which
Is repr d by the contract value provided by the City's third party administrator.

PENSION PLANS

The City has a defined benefit plan and various defined contribution pension plans covering
substanbally all of ts employees

DEFINED BENEFIT PLAN

A Plan Descripbon

All of the Ctty and the San Diego Unified Port Dstrict (the "District’) full-ime employees participate
in the City Employees’ Retrement System ("CERS"), an agent multiple-employer public employee
refirement system that acts as a common investment and administrative agent for the City and the
District. For the year ended June 30, 1995, the Cay's payroll for employees covered by CERS was
approximately $351,118,000 while the Cily’s total payroll was approximately $384,357,740.

The number of employees and covered membership are as follows*

Retree and beneficianes currenﬂ{v receiving benefits and

ploy not yet iving benefits 4,115
Fully vested actve employees 3.328
N ted active employ 6,133

All full-tme City employees are efigible to participate in CERS. Retirement benefits are
determined primanly by the member's age al retirement, the fength of membership service and
the member's final compensation. Final compensation is the members' compensation eamable
based on the highest one-year period. Benefits fully vest on reaching 10 years of service. CERS
also provides death and disability benefits. Benefits are established by the City's Municipal Code.
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PENSION PLANS (Continued)

City employees are required to contribute a percentage of their annual salary to CERS. The City
is required to contribute the remaining amounts necessary to fund CERS, using the actuarial basis
specified by statute.

undi t P

The amount shown below as the “pension benefit obligation” is a standardized disclosure measure
of the present value of pension benefits, adjusted for the effects of projected salary increases and
step-rate benefits, estimated to be payable in the future as a resuft of employee service to date.
The measure i3 intended to help users assess the funding status of CERS on a going-concemn
basis, assess progress made in accumulaﬁng sufficient assets to pay benefits when due, and
make The is the actuarial pras=nt value of credited
projected beneﬁts andis independent of the funding method used to d butions to
CERS.

The pension benefit obligation was computed as part of an actuarial valuation performed as of
June 30, 1994 Significant actuarial assumptons used in the valuation include: (a) a rate of return
on the mvestment of present and future assets of 8% a year compounded annually; (b) projected
salary increases of 5.0% a year compounded annually (0.5% due to merit and 4.5% due to
inflation); (c) up to a 4.5% per annum cost of fivng assumption; and (d) the Group Annuity Mortality
Table with a 2 year setback for males and an 8 year setback for females, -

Accumulated benefits and net assets for the City’s defined benefit plan as of June 30, 1994, the
most recent actuarial valuation date, are as follows (in thousands):

Pension beneft obligation:
Retirees and beneficiaries currently receiving benefits
and terminated employees not yet receiving benefits $815,897
Current employees:
Accumulated employee contributions including
allocated investment earnings 163,269
Employer-financed vested 447217
Employer-financed Non-vested 111,896
Total pension benefit obligation 1,338,279
Net assets available for benefits at cost 1
Unfunded pension benefit obligation $.154.095

The market value of the net assets was approximately $1,218,356,789 at June 30, 1994,

Contributions to CERS from City employees vary according lo cnw age and salavy The City
contributes a portion of the employees’ share and the remaining amount necessary to fund the
system based on an actuanal valuation at the end of the preceding year under the entry age
normal cost method. The entry age normal cost method defines the normal cost as the level
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PENSION PLANS (Continued)

percent of payroll needed to fund beneftis over the period from the date of participation to the date
of reirement. Beginning with the June 30, 1992 valuation, contributions are based on the
projected unit credit method of actuarial valuation. inftial prior service costs are being amortized
over a period of 30 years. Additional prior service costs due to plan changes in 1965 are being
amortized over 30 years.

The significant actuarial assumptions used to compute the actuarially determined contribution
requirement are the same as those used to compute the pension benefit obligation as described
above.

The contribution to CERS for 1995 of $59,057,000 (16.8% of current covered payroll) was made
in accordance with actuarially determined requirements computed through an actuarial valuaton
performed as of June 30, 1993 (the June 30, 1994 valuation was not received by the City untl
March 1995) The contribution consisted of (a) $47,399,882 normal :ost (13 5% of curment
covered payroll), and (b) $11,657,118 amortization of the unfunded actuarial accrued liabiity
(3.3% of current covered payrofl). The Crty contributed $40,644,000 (11.6% of covered payroll);
employees contributed $18,413,000 (5.2% of covered payroll).

. Xrend Information

Trend information gives an indication of the progress made in accumulating sufficient assets to pay
benefts when due Ten—year trend information may be found on page 19 of the City's
| Report. For the three fiscal years ended 1992, 1993, and 1994,
respecthlely avallable assets were sufficient to fund 95.2, 80.3 and 88.5% of the Cdty’s pension
benefit obligation. Unfunded pension benefit obligation represented 15.4, 34.9 and 42 8% of the
Clry‘s annual payroll for employees covered by CERS for 1992, 1993 and 1994, respectively.
benefit obligation as a percentage of annual covered City payroll
appto:dmate!y ad]usted for the effects of inflation for analysis purposes. In addition, for the three
fiscal years ended 1992, 1993 and 1994 the City's contributions to CERS, all made in accordance
with actuarially determined requirements, were 8.9, 10.0 and 10.3% respectvely of annual
covered payroll.

Plan data for the plan year ended June 30, 1995 is not yet available

DEFINED CONTRIBUTION PLANS
a. Pursusant to the Cry's withdrawal from the Federal Social Security System effective January 8,

1982, the City provides pension benefits for eligible full-ime employees through a supplemental
pension and savings plan, a defined contribution plan. In a defined contribution plan, benefits
depend solely on amounts contributed to the plan plus investment earnings. Employees are
eligible to participate from the date of employment. State legislation requires that both the
employee and the City contribute an amount equal to 3% of the employee’s total salary each
month. Participants in the plan hired before April 1, 1986 and on or after April 1, 1986 may
voluntarily contribute up to an additional 4.5% and 3.05%, respectively, of total satary.
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PENSION PLANS (Continued) . , . .

The City also contributes an amount equal to the employee voluntary contributions. The City's
contribubons for each employee (and interest allocated to the employee’s account) are fully vested
after five years of continuous service. Clty contributions for, and interest forfelted by, employees
who leave amployment before five years of service are used to reduce the Clty's contribution
requirement.

The Cdy's total payroll in fiscal year 1995 was approximately $384,356.000. The Chy's
contributions wera calculated using the safary amount of approximately $245,529,000. The Ciy
and the covered empioyees each contributed approximately $15,169.000 (8.2%) of approximately
$30,338,000 in total.

In addition the Cly provides pension benefits for al efigible full-ime employees through the 401(k)
Deferred Compensabon Plan, also a defined contribution plan. Employees are eligible to
parbcipate iwelve months after the date of employment. Employees make contributions to their
401(k) accounts through payrofl deductions, and may also elect to have the City contribute to their
401(k) accounts through the City's Employees' Flexible Benefits Program.

The City's total payroll in, fiscal year 1995 was approximately $384,358,000. The City's
wmhmwnMMbmmemmmbm employees. The
Cdy and the covered employees contributed approximately $3,683,000 and approximately
$2,599,000, respectively, or approximately $6,282,000 in total.

Centre City Develapment Corporation ("CCOC") has a Money Purchase Pension Plan covering
all full-time permanent employees. The plan is a defined contribution plan. Employees are
efigible to participate on the first day of the month following 90 days after their date of employment.
During each plan year, CCDC contributes quarterly an amount equal to 8% of the total quarterly
compensation for all employees. CCOC's contributions for each emplweo mhmyvmd ann
s years of continuous service. s

CCDC's tota! payroll in fiscal year 1995 was approximately 81.455.000. ccoc contributions were
calculated using the base salary amount of approximately $1,321,000. CCDC made the required
8% contribution, amounting to approxamately $106,000 (net of forfeitures) for fiscal year 1995,

In addition, CCOC has a Tax Deferred Annuity Plan covering current and previous full-ime

permanent employees. The plan is a defined contribution plan. Employees are efigible to

participate the first day of the month following 90 days after thelr date of employment. During '
each plan year, CCOC contributes semi-monthly an amount equal to 10% of the total semi-

monthly compensation for all employees. CCDC's eonmbuﬂons for each employee are fully

vested at time of contribution.

CCDC's total payroll In fiscal year 1995 was approximately $1,455,000. CCDC contributions were
calcutated using the base satary amount of approximately $1,321,000. CCDC made the required
10% contribution amounting to approximately $132,000 for fiscal 1995,

The San Dieﬁo Conveni;oh benhf Corporation Money Purohaszli’ension Plan (the *Plan®)
became effective January 1, 1888. The Plan is a qualified defined contribution plan and, as such,
benefits depend on amounts contributed to the plan plus investment eamnings and allocated

. forfeltures, lass allowable plan expenses. The Pian covers employees not otherwise covered

through a collective bargaining unit agreement. Employees are eligible at the earlier of the date
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on which they complete six months of continuous full-ime service, or the twelve-month pericd
beginning on thelr hire date (or any subsequent plan year) during which they complete 1,000 hours
of service. A plan year is defined as a calendar year. Plan balances for each eligible employee
are vested gradually over five years of continuing service with an eligibla employee becoming fully
vested after five years. Forfeitures and Plan expenses are aflocated in accordance with Plan
provisions. '

The Plan was restated for the purpose of clarification during 1995. Required contributions were
calculated using the covered compensation amount of $5,498,361. SDCCC has funded the
required contribution as of June 30, 1995,

For the fiscal year ended June 30, 1995, pension expense for the Plan amounted to $579,338.
SDCCC records pension expense dunng the fiscal year based upon estimated covered
compensation. included in accrued Habilties at June 30, 1995, s $44,000 of accrued pension
expense

At June 30, 1995, Plan assets, which are held by a trustee bank, consist of the following:

STATEMENT OF PLAN ASSETS
Market Value Book Value
Wells Fargo Collective Funds $2,007.814 $1.742,728
Interest & Non-interest Beanng Cash 269,165 _. 269,165
Total Plan Assets - 52276979  $2,011893

SDCCC offers its employees a Deferred Compensation Plan (the “Deferred Plan”) created in
accordance with Internal Revenue Code Section 457, The Deferred Plan, available to all
employees, permits them to defer @ portion of thelr salary untl future years. The deferred
.compensation is not available to employees until termination, retirement, death, disability, or an
unforeseeable emergency.

SDCCC funds the deferred compensation through investments in various mutual funds
administered by an insurance company. Until paid or made available to the employee or other
beneficiary, such investments and all refated eamings thereon are solely the property and right of
SDCCC (without being restricted to the provisions of benefits under the Deferred Plan), subject
only to the claims of SDCCC's general creditors. Participants under the Deferred Plan have only
the right to receive benefits in ah amount equal to the balance of their account. SDCCC is of the
opinion that & has no ability for the losses under the Deferred Plan but doas have the duty of due
care that would be required of an ordinary prudentinvestor. SDCCC believes that Rt is unlikely that
it will use the Deferred Plan‘s assets to satisfy claims of creditors in the future.

d. .San Diego Data Processing Corporation ("SDDPC") has accrued and set asikie funds in a money
market account to provide employees who transferred from the City to SDDPC with retirement
benefits approximately equal to those under the City's retirement plan. As of June 30, 1995 and
1994, the balance in the account was $90,158 and $86,987, respectvely.
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PENSION PLANS (Continued)

The balance at June 30, 1995 consisted of the total osﬂmated]hbilly plus interest earned on the
account since its establishment in fiscal year 1981.

In addition, SDDPC has in effect a Money Purchase Pension Plan (‘the Plan”) covering
substantally all employees. The plan is a defined contribution plan, wherein benefits depend
solely on amounts cantnbuted to the plan plus investment earnings. Employees are eligible to
participate from the date of employment. Ouring each plan year, SDOPC contributes monthly an
amount equal to 20% of the total manthly compensation for all employees. SDOPC contriputions
for each employee ase fully vested after four years of continuous service.

SDDPC's total payroll in fiscal year 1995 and 1994 respectively, was approxmately $10,623,000
and $8,817,000. As afl employees are substantially covered, SDDPC contributons were
calculated using this base salary amount. SDDPC made the required 20% contribution amounting
to approximately $1,930,000 and $1,880,000 for fiscal years 1995 and 1894 respectively.

e The San Diego Housing Authority (the “Authority”) provides pension benefits for all of ts full-ime
employees through a defined contribution plan. Employees are efigible to participate on the first
day of their employment. The Authority contributes an amount equal to 12% of the employee's
base salary semi-monthly. The Authority’s contributions for each employee (and interest allocated
to the employee's account) are fully vested afer five years of continuous service. The Authority’s
contributions for, and interest forfeited by, employees who ieave employment before five years of
service are used to reduce the Authority’s contribution requirement.

The Authority’s total payrolt in fiscal year 1995 was approximately $10,508,148. The Authority
made the required 12% contribution, amounting to approximatety $987,000 for fiscaf year 1995
based on covered payroll of approximatety $8,213,000.

{  Southeast Economic Development Corporation ("SEDC") has a Simpéified Employee Pension Plan
covering al full-me, permanent employees. The pian is a defined contribution plan. Employees
are eligible to participate on the first day of the month following 80 days after their date of
employment. During each plan year, SEDC contributes monthly an amount equal to 12% of the

employee’s base salary. Such contributions sre fully vested.

SEDC's total payroll in fiscal year 1995 was approximately $805,000. SEDC convibutions were
caiculated using the base salary amount of approximately $537,000. SEDC made the required
12% contribution, amounting to approximately $84,000 for fiscal year 1995,

POST RETIREMENT HEALTH INSURANCE

In additon to providing pension bensfits, the Clty of San Diego Municipal Code provides certain haahth
care insurance benefits for retired general and safety members of CERS who retired on or after
October 6, 1980. At June 30, 1995, approximately 1,858 retirees were eligible and received benefits.

Certain healthcare insurance benefits were established during fiscat year 1995 for eligibls retirees who
retired prior to October 8, 1980. These benefits are available to all retirees who are not currently
provided Cly-paid healthcare insurance. At June 30, 1895, approximately 1,139 retirees were Included
in this category and recelved benefits.
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POST RETIREMENT HEALTH INSURANCE (Continued)

Currenlly, expenses for post-employment healthcare benefts are recognized as they are pald. For the
fiscal year ended June 30, 1995, expenditures of spproximately $5,149,580 were recognized for such
healthcare benefits.

Substantially all of the City’s general and safety members of CERS may become efigible for those
benefits if they reach normal retirement age and meet senvice requirements as defined while working
far the City.

INTERFUND RECEIVABLE AND PAYABLE BALANCES

lndh’fi;lual fund interfund working capital advances balances at June 30, 1995 are as follows (in
thousands):

Ady from  Ad to
Fund Other Funds Other Fundg
General Fund $_ 0 $10.980
Special Revenue Funds:
City of San Diego Oversight Unit:

Acquisition, Improvement and QOperation 760 54

Envronmental Growth Fund Q 796

San Diego Jack Murphy Stadium Operations 0 2

Special Gas Tax Street Improvement 0 2,361

Transient Occupancy Tax 0 1,372

Grants 45 64

Other Special Revenue 280 203
Centre City Development Corporation ~ 275 1]
Mid-City Development Corporation 59 0
Redevelopment Agency 5 0
San Ysidro Revitalization Project

Southeast Economic Development Corporation 149 -0
Total Special Revenue Funds 1573 _4,.892
Capltal Projects Funds:

City of San Diego Oversight Unit.

Capital Outlay [ 130
Redevelopment Agency 59 482
San Diego Facilities and Equipment

Leasing Corporation 1372 0
‘Total Capital Projects Funds 1401 812
Enterprise Funds:

City of San Diego Oversight Unit:

Alrports 0 186

Development Services [} 9

Environmental Services [} 3,349

Golf Course 0 100

Sewerage Utility o 7.658

Water Utiity — 0808

Total Enferptise Funds 0 22200
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11.  INTERFUND RECEIVABLE AND PAYABLE BALANCES (Continued) " MERFQ.IP;D RECEIVABLE AND PAYABLE 8 (Continued)

T Advencesfrom * Advancesto - ° ' Dusto '
intemnal Senvice Fi . Primary government and componant unit:
City of Sa: oa:';s Oversightnk:  * -~ : . : Lo Component Unit - SDCCC $1,02¢ $ 0©
Central Garage and Machine Shop $31242 ° s 8 Primary Government - Transient Occupancy
Print Shop Revolving 0 ‘ 28 TaxFund — 0 o1
Self insurance 514 180 .
Stores Revolving 3282 1 Total 1021 1021
T Miscellanecus Internal Senvice ) ['] 4 .
clal nternal Service Funds : . A —sa 12 ENTERPRISE FUNDS SEGMENT INFORMATION
T .
mmfg:m%m Unit: The City maintains Enterprise Funds which provide alrport, sewer, water and other services Segment
T Qther Miscellaneous Agency 870 9 information for the year ended June 30. 1995 is as follows (in thousands).
t:
otal | 38912 338912 Develop-  Environ-
1 The City ment mental
;mg::ls)lund interfund receivable and payable balances st June 30, 1995 are as follows (in Arports Centr Store rices Service otal
~ . Operating Revenues $1.833 $245 $470 $12782 $51.881 $67.211
Due from Due to
Operating Expenses before
OtherFunds  Other Funds Oepreciation & Amor 2008 214 427 12252 35723 50624
Depreciation and Amortization 186 0 3 108 94 391
General Fund $ 358 $ 0 Operating Income (Loss) | (361) n 40 422 16064 16196
Special Revenue Funds, ) ! Operating Transfers In 0 0 0 0 84 84
city ;f San Diego Oversight Unit: ?m;':ﬂ'g g'u?::'m Out 0 0 0 0 0 0
o:;::s Special Revenue 12 asg Governmenta! Funds 0 0 0 0 0 0
Redevelopment Agency ‘ 21 42,428 Nonoperating Revenue 113 2 6 546 3,393 4,060
Southeast Economic Development Corparation 9 * 56 Nonoperating Expense (14) (4) @ (369) {200) (589)
Net income (Loss) (262) 29 4 599 19,341 19751
Grant Revenues (Expenses) 0 [} 1} 0 740 740
Total Special Revenue Funds —40 42840 Capital Contributions 408 @n P 0 0 404
3 : Net Fixed Asset
m%&"’rmmmm Authority ' [ 15,004 Additions {Deletions) 882 0 1 (03) 17221 17,901
Redevelopment Agency 42481 "39 Net Working Capital 1617 64 169 6,032 41,930 49812
Total Assets 9,384 87 217 11,790 80,873 112331
Totat am' m Funds m M I:::_E:::yu'mgs 9,034 64 197 7,395 74,143 90,833
Enterprise Funds; Bonds Payable 0 0 0 0 0 0
Chty of San Diego Oversight Unit: Other 127 0 25 916 1.213 2281
Sewerage Utility 15,094 S00
Water Utility 500 0
Total Enterprise Funds 15594 $00
Total ‘ $50.473 §80473

v
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12.  ENTERPRISE FUNDS SEGMENT INFORMATION (Continuad) 13.  CONTRIBUTED CAPITAL (Continued)
San Diego Enterpisa Funds: (continued)
. Subtotal Data Deveicp- Environ-
(Previous  Golt Sewerage Water Processing  Grand The Ciy ment mental Gof Sewerage Waler
. Pagel _Course _ Uity _ Utiity Comoration __Total Source Alports Center Stors Services Services Course _ Uty = Utiity
Operating Revenues $67.211  $4311  $170,848 $136,351 $33663  $412,384 Govemment -
Operating Expenses genera! fixed assets 0 ] 0 0 0 0 [} 1]
before Depreciation Government -
and Amortizaton 50.624 3.865 108,296  138.579 27.934 327.298 capital infusion 0 2n 25 0 0 0 1,335 77
Oepreciation and Government - capital
Amortization 391 166 10 059 8.673 5,200 24,489 reimbursement 0 0 0 0 0 (1,050) 0 0
QOperating income (Loss) 16,196 280 §2.493 (8.901) 529 60,597 Meters and services 0 0 0 0 0 [ 0 0
Operating Transfers in 84 0 81 843 [} 808 State grant - captal
Operating Transfers Out ] 0 {500) (] 0 (500) improvements —~0 92 _0 _0 _0 __0 _S5470 __ 109
Transfers Outto Total addibons
Governmental Funds 0 0 (914) 0 ,{500) (1.414) {deletions) 406 Q71 25 [} 0 (1.050) 63,964 24395
Nonoperating Revenue 4,060 177 16783 10528 198 31,746 Contnibuted
Nonoperating Expense (589) {28) (45.734)  (1.894) (37) (48,617 capttal,
Net income {Loss) 19,751 429 22209 376 {145) 42,620 July 1, 1994 1518 00 88 128 275 6101 _610918 448981
Grant Revenues (Expenses) 740 5 312 1,194 0 2251 Contributed
Captta! Contnbutions 404 {1.050) 63.964 24,395 0 87,713 capital,
Net Fixed Asset June30.1995 37922  §63 380 123 3275 35001 3674802 347307
Additions (Deletions) 17.801 1.259 168,747 62,369 3.308 253.584
Net Working Capitat 49 812 2.391 301.283 158,831 (1.819) 510,498
Total Assets 112,331 9794 1527090 755.077 20,057 2,424.349 14.  RISK MANAGEMENT
Total Equity 90.833 8.874 1,186,685 712,884 11813 2,011,089
Long-Term Liabilites ) The City is exposed to vanous risks of loss related to torts; theft of, damage to and destruction of
Bonds Payable 0 Q 1] 0 [/] 0 assets: errors and omssions. injunies to employees; and natural disasters The Self Insurance Fund
Other 2.281 273 246,608 7.651 1,874 258.687 was created to provide coverage up to a maximum of $3 0 million for each workers' compensation
claim and $3 0 mullion for each general or automobile claim
13. CONTRIBUTED CAPITAL The City maintains an excess liabilty insurance policy whereby the City pays the first $3,000,000 per
occurrence Amounts in excess of $3,000.000 up to $22,000,000 per occurrence are covered by
During the year ended June 30, 1995, contnbuted capital d (decreased) by the following insurance Any amounts over $22,000.000 per occurrence would be paid by the City. At June 30,
amounts (in thousands) 1995, the City has recorded approximately $24,231,000 for the City's exposure in such claims in the
) General Long-Term Debt Account Group and approximately $9,420,000 in the Enterprise Funds
Enterorise Funds,
Develop- Environ- \ The Ctty is self-nsured for workers' compensation, long-term disability and certain employee group
The City ment mental Golf Sewerage Water health coverages These are accounted for in the intemal Service Funds. Al June 30, 1985, the City
Source airports Center Store Services Services Course Uity = Utidy has recorded approximately $28,454,000 for claims and potential claims related to such coverages
Each participating fund contributes an amount equal to an actuarially determined rate times the gross
Capacity charges $ 0 s 0 8O $o0 $0 $ 0 $ 114398 7405 salaries of the fund These payments are treated as operating expenditures in the contributing funds
Developer - capital and operating revenues in the receiving funds
improvements [} 0 0 0 [} 0 14440 15988
Federal grant - Ab funds of the City partcipate in the program and make paymens to the Self Insurance Fund based
capnal on actuanal estimates of the amounts needed (o pay prior and current year claims and to establish
improvements 406 0 0 0 0 0 31,280 176 a reserve for catastrophic fosses  The reserve was $(19 7) miflion at June 30, 1995 and 1s reported
Federal grant - as a reservaton of the Self Insurance Fund's retained eamings
capal
remmbursement 1] 0 4] 0 0 0 0 [+]
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14.

18.

16.

RISK MANAGEMENT (Continued)

These amounts represent the City's determination of the probable ultimate cost of the claims. The

City has set up a reserve for fiability clains of approximately $5.402,000 in the Internal Service Funds.

10 indicate funds set aside to pay for claims in excess of the annual appropnations in the General
Fund Property insurance is mamntained on selected capital assets based upon various factors
including management's assessment of the nsks of loss

The estimated habiities of the Self Insurance Fund as of June 30, 1995 are determined by the City
based on recommendations from an independent actuarial evaluation The liabilties are based on
estimates of the ulimate costs of claims (including future claim adjustment expenses) that have been
reported but not settled and claims that have been incurred but not reported {IBNR).

FUND DEFICIT

The Internal Service Funds have a net fund equity of approximately $4,833,000 at June 30, 1995
This balance includes a fund equity deficit in the Self Insurance Fund of approximately $19,745,000
which represents unfunded estimated claims and claim settlements related to worker’s compensation
long-term disability and certain employee group health coverages It 1s anticipated that individual
claim settlements will be funded through user charges subsequent to the filing of a claim and prior to
s settlement

The Debt Service Fund - Other Special Assessment Funds have a net fund batance of approximately
$17 451 000 at June 30, 1995 This balance includes a fund deficit in the First San Diego Rwer
improvement Project Fund of approximately $1.276,000 It 1s antictpated that this deficit will be
funded with proceeds from the sale of certain delinquent parcels ,

COMMITMENTS

The City is currently obhgated to transfer up to two-thirds of the annual franchise tax receipts in the
Environmental Growth Fund (a Special Revenue Fund) to the San Diego Open Space Park Facilities
Distnct #1 (the “Distnct’) Fund (a Debt Service Fund) for the payment of debt service on the District's
outstanding general obligation bonds  Such required debt service on the Distnct's outstanding bond
obhigations of $68,160.000 at June 30, 1995 s approximately $7,120,000 for each of the subsequent
five years ending June 30, 2000. J

The City has guaranteed the payment of a revoiving line of credit in the maximum amount of
$7.500,000 on behalf of various mdviduals through Wells Fargo Bank regarding the CDBG Housing
Loan Leveraging Program  As of June 30, 1995, approximately $545,000 of total teveraged loans are
still outstanding.

The Sewerage Utility’s construction plans for various projects are estimated to cost approximately
$206,674,000 As of June 30, 1595, the Utility’s contractual commitments for the projects totaled
approximately $158,741,000. The Utity intends to finance the contractual commitments with
approved State and Federal grants and service charges.

The Water Utility’s construction plans for various projects are estimated to cost approximately
$54,935,000 As of June 30, 1995, the Utitity's contractual commitments for the projects totaled
approximately $30.809.000 The Utiity intends to finance the contractual commitments with reserves
and service charges
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18.

17.

18.

COMMITMENTS (Continued)

The Clty and the San Diego Unified Port District (the “District’) have a written Memorandum of
Understanding regarding the Distnct's commitment to assist in the financing of the expansion of the
San Diego Convention Center. They are presently working towards developing an agreement that
would be legally binding for financing purposes. The site, located on the adjacent surface parking lot,
has been approved for the expansion and soil testing has begun. It is projected that the expansion
will at least double the current exhibit hall space.

CONTINGENCIES

The City has received federal and state grants for specific purposes that are subject to review and
audit by the grantor agencies Such audits could lead to requests for reimbursement to the grantor
agency for expenditures disaflowed under terms of the grant. City management believes such
disallowances, if any. would not have a matenal effect on the City’s financial position

In September 1989, legisiation was adopted (Assembly Bl No 2080) which requires the
Redevelopment Agency of the City of San Diego to fund Low and Moderate Housing Activity
equivalent to at least 20% of tax i d after fiscal year 1985 In October 1990,
the Agency adopted 3 nine-year plan to fully fund the retroactive 20% requirement (Resotution No °s
1911, 1912, and 1913) At June 30, 1995, the 20% requirement defict remaining to be funded in
future years is approximately $3,734.000

Duning fiscal year 1995, the Federal Court ruled in favor of the City of San Diego i s lawsuit with the
Federal Environmental Protection Agency ("E P A"} c g the g of a previous consent
decree In November 1995, the E P A. granted the City a waiver from the Secondary Treatment
provisions of the Clean Water Act  This warver runs for a five year penod at which time the City may
reapply for another five year penod

THIRD PARTY DEBT

The City has authonzed the 1ssuance of certain bonds. in its name, to provide tax exempt status
because it perceives 3 substantial public benefit will be achieved through the use of the proceeds
The following describes the various types of such third party debt

Mortgage and Revenve Bonds

Singte Family Mortgage Revenue Bonds have been 1ssued to provide funds to purchase mortgage
loans secured by first trust deeds on newly constructed and existing single-family residences The
purpose of this program s to provide low interest rate home mortgage loans to persons of low or
moderate income who are unable to qualify for conventional mortgages at market rates Multi-Famuly
Housing Revenue Bonds are issued to provide construction and permanent financing to developers
of mutti-family residenhal rental projects located in the Cily to be partially occupied by persons of low
or moderate income

industnal Development Revenue Bonds
Industnal Development Revenue Bonds have been issued to provide financial assistance for the

acquisibon, construction, and installation of facihbies for industnal, commercial or business purposes
to mutually benefit the citizens of the City of San Diego
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THIRD PARTY OEBT

- P PUSVIEEN
19"msmlsmMMtMMaMbMWhhmtﬁmﬂ
scquistton of public improvements, and/or the scquistion of property for public purposes, for the
benefit of partscular property hoiders within the City  Each bond 1s secured by a hen on a specific
prece of property :

As of June 30 1995 the status of all third party bonds issued s as follows (in thousands)

Mortgage Revenue $ 588203 S 398295
indusinal Development Revenue 827,579 © 624,620
1911 Act Speciat Assessment ;! —_—)1a

Totals it62u L0223

These bonds do not consiitule an indebledness of the Ciy  The bonds are payable solely kom
payments made on and secured by 3 pledge of the acquired mortgage loans. certan funds and olher
monies held for the benefit of the bondhoiders pursuant 10 the bond indentures property hens and
other ioans In the opiuon of the City officsals. these bonds are not payable from sny revenues of
assets of the Cdy, and nedher the full fath and credit for the taxing suthonty of the City. the state or
any pokiical subdision thereo! s obhgated to the payment of princpal or interest on the bonds in
essence the Cdy 15 achng as an sgent lor the property owners/bondhoiders in coliecting snd
forwarding the funds  Accordingly, no katikly has been tecorded in the City's Genaeral Long-Term
Debi Account Group

CLOSURE AND POSTCLOSURE CARE COST

State and federat laws and regulations require that the Ciy of San Diego place a final cover on its
Miramar iandfill ste when o stops accepting waste and perform certan mamntenance and montonng
functions at the sde for thirly years after closure  Although closure and postciosure care costs will
be paid only near or after the date that the landfil stops accepting waste the Cdy reports 8 portion
of these closure and posiciosurs care Costs as an opersbing expense n each penod based on landfil
capacity used as of each balance sheet date

The $9 0 mithon reported 83 landfl closure 8hd posiciosure care kabikty st June 30, 1995 represents
the curmuistive amount reported to date based on the use of 38 S'% of the estmated capactty of the
tandfill  The Cuy will recogmze the remaining estmated cost of closure and posiciosure care of $16 0
mithon as the remamning estimated capacity is filled These amounts are based on what it would cost
to perform afl closure and posiciosure care in 1985  The City expects (o close the iandfil in the year
2003 Actuat cost may be lugher due 0 mfistion, changes in technology, or changes in regulations.

The City 18 required by state and federal laws and to make annual contributions to finance
closure and posiciosure care. The Cily 13 tn comphance with these requirements, and, st June 30,
1995 cash or equity n pooled cash and investments of $13,607,000 is heid for this purpose  Thisis
reported as resincied assels on the balance sheet The Cily expects thal Asture infiation costs will
be pad from mnterest earmngs on these annual contnbutions  However, il nterest eamings are
mnadequate or addibonal posiclosure care requirements are deterrrened (due to changes in technology
of apphicable laws of reguiabons for example), these cosis may need to be covered by charges to
future landfill users or from other sources .

. s !
e - - . .
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CLOSURE AND POSTCLOSURE CARE COST (Continued)

in fscat yoas 1083, the Clly reevalusted it infiial cost and capacity estmatles. These sstmates
Included the North Miramas Landfill as West Mramat is & permitted expansion of North Missmas The

. fiscal year 1995 estimaies do nol include North Mramar as the Regulstory Agencies have since

deemed North Miramas 1o be closed and therefors no sdditional closure cost estimates are requised

* As 8 result, the West Mramar closure esimates now stand alone.

Such resvalustion resulted in the adjustment of Estmstied Tota! Current Cost. Tolal Estimated
Capacity, Cumuistive Capacily Used and reisted Closure and Posticiosure Care Cost Accrued Liabdity

) In addiion, the Wesi Misama? landfill was redesigned in fiscal year 1995 which increased is capacity

. spproximately $17.192 520 and $13.972 972, resp ly. of

The sccompanying financial stalements reflect the above adjustments

OPERATING AGREEMENTS

City of San Dreo snd Sen Dieqo Data Processing Corporation

In Septernber 1979, the San Drego Data Processing Corporation (SDDPC) entered into an operating
sgresment with the Cty  Under the terms of the agreement, as amended, SDDPC has agreed to
pronde dats processing and services needed 10 support the operational and planming requeements
of the City The rates charged for the are subject to adjustment each fiscal year

included in data processing services revenue lor the year ended June 30, 1995 and 1994 are
d from the Cay under this

sgreement

‘The operstng sgreement sisc requires SDDPC fo purchase computer equipment computer

maintenance vahious contiactual services and other reimbuised expenses as a pan of the semce 1t
ptovides to the City The City then reimburses SDDPC the costs sssociated with these expenses

Such bansactons ate not considered 1o be revenues and expenses of SODPC and are exciuded from
s sistements of revenues, expenses and members’ equity The amount of these expenddutes fof the
years ended June 30. 1995 and 1994 were spproximately $13.760.631 and $10.657.290 respecuvely

SDOPC eamed $221 887 and $486 628 n genera! and sdmunistratve fses lrom such ransactions for
year ended June 30. 1995 and 1994 respectvely

The operating agreement was amended dunng fiscal 1988 to have SDDPC prowde and operate
tslecommurcatons sances for the Caty  The rates for the vanous semices sre subject to adjusiment
oach flscal year

Libepry Sysiem

During fiscal year 1984 SDDPC entered into an agreement with the City of San Diego Public Library
and ths County of Ssn Diego Pubhc Library (the “Libranes™) for 8 five-year term, subject to annual
sppropristions to puschase and operate an automated kbrary system and to prowde the related data
processing senices Lo support the operatonal requirements of the Libranes  In fiscal year 1990, thrs
sgreement was extended an addtional § years
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2.

OPERATING AGREEMENTS (Continued)

As of June 30 1995 the parties are currently working on a fong-term strategic plan for the future
development of the Automated Library System and intend to complete the plan dunng the first halt
of fiscal year 1996 The agreement was extended for six additional months through and including
December 31 1995 while the fong-term strategic plan 1s being developed

The Libranes share the cost of operations based upon certain percentages of direct costs and shared
cosis The rates charged for the vanous services are subject to adjustment each fiscal year

Included m SDDPC’s data processing service revenue are the foll 9 for the automated
hibrary system for the years ended June 30 1995 and 1994

1995 = __199s

City of San Diego Public Library $1150 825 § 935091
County of San Diego Public Library 423921 " 378029
Total §1574747  $1.313920

) Urban Ink

Dunng fiscal year 1984 SDDPC entered mnto an agreement with the City and the County of San D:ego
{the “County™) to provide, for a ten-year term subject to annual appropnalions data processing
services (o implement and operate a data base system known as the Regional Urban Information
System ("RUIS ) In fiscal year 1995 tins agreement was extended for another year The long-range
goal of RUIS s to provide the City and County with an information system that monitors, where
feasible all operations both current and future that affect therr junsdictrons

Included m SDDPC's 4ata processing services revenue are the following amounts relating to RUIS
for the years ended June 30, 1995 and 1994

~1995 = __1904

City $2491.303  §2.848.484
County -143086)  _L241.360
Total 13931066  $4.009.982
SUBSEQUENT EVENTS

A On July 5, 1995, the City issued the $53.000 000 1995-1996 Tax Anhicipation Notes. Senes A to
finance seasonal short term cash flow requirements

B8 The Pubhc Facilitres F Authonty of the City of San Dlego 18 in the process of issuing
Sewer Revenue Bonds Senes 1995, !ov the City's design, engineenng, tand acquisition and
construction costs of certain capital improvements (o the waste water system of the City

C The Publc Faciltres Financing Authonty of the City of San Diego has began the process towards
expanding the San Diego Jack Murphy Stadwm
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Mi!ﬂ FUNDS
E 109 FURDS
(4144 (MME{S l[lll[!(ll SVSI!N
REQUIRED SU?PI.[!I!M' ORMATION - ANALYSIS OF FUNDING PROGRESS
l(l FISCAL YEARS

(II MILLIONS)

Net Assets Pension Unfunded Annual  Benefit Obligation
Ftscal Year  Avatlable Benefit Percentage Pension Benefit Covered  As a Percentage
fnded June 30 for Benefity (bligation _Fynded ~ _ Chligstion _ Payroll Of o)l
1986 s 49)) 3 S47 6 90 1t s %43 [ BN 36
1987 590 7 616 9 95 8 %2 195 4 134
1988 659 0 688 | 98 291 A8 1 132
1989 746 0 186 98 0% PN ] 168
1930 806 S 847 8 9% 1 L] 21 4 1§ 2
1991 836 4 947 9“6 sl 2 S 169
1992 10061 1057 2 952 st kT 154
1993 11019 1208 90 ) 118 9 3407 K9
1994 1,184 } .82 885s 194 1 360 2 a8
1995 WA N/A aA N/A N/A NIA
REQUIRED SUPPLEMENTARY INFORMATION - REVEWUE SOURCES
. LAST TEN FISCAL YEARS
(1N THOUSANDS
Employer
Charges Contributions
Fiscal Year foployee Ceployer {avestment For Current As 2 Percentage
foded June 30 Contributions Contriytions _Income  Services __ Total _ Qf Payroll
s 491 $ 30 051 $ 64,922 s 48 $ 9.93% 175
1987 4959 31.763 92.330 47 129 099 163
1988 $.781 31 545 65 665 4 103.04 [TR]
1989 2.2682 2 0t a7 676 < 124 226 21
1990 10 760 30 230 6) 652 n 104 713 111
1991 11,442 36 839 86,833 67 135 241 122
1992 13.855 29 519 107 825 76 151 238 89
1993 14 014 U150 102.374 105 150 64 1o
1994 14,495 » 23 92.32) 122 144,178 103
1995 18.41) 40,644 114,394 157 173.607 N/A
REQUIRED SUPPLEMENTARY INFORMATION - EXPENSES BY TYPE
LAST TEW FISCAL YEARS
Fisca) Yesr Adninistrative
Banefits Refunds Jotal
1986 * $ 36 365 s 111 $ 1186 $ 30 97
1987 2.370 1.297 i,
1988 31.323 143 99 N S
1989 093 1 951 94) 36.987
1990 025 316 1097 42238
191 41.685 3.789 1094 46
1992 42 )15 4.91 1021 48 267
1992 43,913 5.4 1.193 S5 508
1994 54 280 6 08 11 61 86
1995 57.126 7.049 1.5t6 65 741

* fncludes additional Supplemental Benefit from Andrews class settlement of $9 944 524



